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It is generally agreed by economists that future employment growth in 
developed countries will be heavily reliant on the tertiary sector. The 
reasons behind this important change in employment structure have been 
the subject of much debate and controversy. The outcomes of these dis- 
cussions are of decisive importance for economic policy and the quality of 
working and living conditions in the future. 

Working in the Service Sector adds to this ongoing debate, using original 
research and empirical analysis from a wide range of countries. The book 
examines core issues such as working time, country regimes, working con- 
ditions in different employment sectors and flexibility as well as gender 
and work. The reader is presented with case studies and accompanying 
analysis for various service industries across different nations. 

Working in the Service Sector provides an engaging and comprehensive 
account of this shift in employment structure and will be of great interest 
to students and academics of economics and essential reading for policy 
makers. 
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1 Introduction 


Service economies — high road or 
low road? 


Gerhard Bosch and Steffen Lehndorff 


Fourastié, writing in 1949, heralded the transition from the industrial to 
the service society as the great hope of the twentieth century. After a long 
period of economic crisis and social conflict, the advent of the service 
society would, he argued, usher in a period of economic, social and poli- 
tical stability. The ‘hunger for services’ was insatiable, so that all workers 
who lost their jobs as a result of structural change would find new and pos- 
sibly even better employment. For many other observers as well, services 
were the better activities. They came to be associated with more pleasant 
working and employment conditions, such as higher pay, a clean work 
environment, fewer stresses and strains, greater opportunities for 
employee participation or higher qualification and skill requirements. 
Furthermore, they were said to offer women better employment 
opportunities and to be ‘intended to produce benefit or well-being for the 
recipient, either affectively or cognitively’ (Gartner and Riessman 1974: 
33). Daniel Bell (1973: 15) made a distinction between conventional ser- 
vices, such as retailing, transport and banking and finance, and post- 
industrial services, such as health, education and research. He predicted 
that the latter would grow particularly strongly, and with them the qualifi- 
cations and skills of the new technical elites. 

The academic debate on working and employment conditions in 
service activities reflected the spirit of the times in the period following 
the Second World War. Many generations of industrial workers hoped 
that their children would have a better future and supported them as they 
moved into service occupations, which they saw as a form of upward social 
mobility. The image of service work has now become tarnished to some 
extent. That many service jobs are poorly paid and offer no promotion 
opportunities or security of employment are facts that cannot be ignored. 
The industrial age of mass production, which many industrial workers 
were all too keen to leave behind them, is now even glorified as a ‘golden 
age’ because of the full employment that then prevailed. This of course 
ignores other, less appealing characteristics of that period, such as the 
inherent rigidity of the Taylorist mode of work organisation, which 
offered workers virtually no scope to influence working practices, or the 
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physical arduousness of manual work, which meant that many workers did 
not reach the normal retirement age. 

Idealisation of the past makes it easier to dramatise the anticipated 
break in a previously continuous process of industrial development. Many 
authors today associate the transition to the service economy with the 
beginning of a period of uncertainty and instability arising out of the 
destandardisation of employment relationships. Such destandardisation 
seems almost to arise out of the vary nature of services and of a society 
organised around their production, which marks a profound break with 
the era of industrial mass production. Differentiated consumer expecta- 
tions have made customer orientation the key element around which the 
successful organisation of service activities revolves. Personnel flexibility — 
not least with regard to working hours - is said to lie at the heart of this 
customer orientation. However, as a result of greater differentiation of 
personal situations, employees’ expectations of their working and employ- 
ment conditions have also become considerably more individualised com- 
pared with the relatively homogeneous set of employee interests that were 
regarded as a typical feature of the large-scale factories of the twentieth 
century. 

In the light of this differentiation, the standard forms of regulation gov- 
erning employment and working conditions that emerged in the indus- 
trial age are assumed no longer to exist, or at least only in considerably 
attenuated forms. Full-time employment for life, with stable companies 
and regulated labour markets protecting workers from the risks of 
the market, is said to be a remnant of the long-lost ‘golden age’ of 
industrial capitalism in the decades after the Second World War, and one 
that is doomed to extinction. Castells, for example, forecasts that ‘the 
traditional form of work, based on full-time employment, clear-cut 
occupational assignment, and a career pattern over the lifecycle is 
being slowly but surely eroded away’ (Castells 1996: 268). Carnoy et al. 
(1997) see traditional employment forms being replaced by ‘human 
capital portfolios’. 

Ultimately, this raises the question of what place there will be in the 
world of work of the future for uniform labour standards, whose function 
is to take the establishment of basic employment and working conditions 
for all employees out of the sphere of competition and market processes, 
thereby ‘decommercialising’ (Briefs 1927) or ‘decommodifying’ (Polanyi 
1957) labour. At the macroeconomic level, labour standards are regarded 
as virtually an obstacle to raising the employment rate to the USA level. 
The message of many mainstream examinations of the service society is 
that a highly developed service sector is not compatible with rigorous 
labour standards. Rather, such tertiarisation requires the acceptance not 
only of differentiation but also of a polarisation of employment and 
working conditions. The choice, it is argued, is between high unemploy- 
ment in Europe or high inequality in the USA. 
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In this way, the demand for a stronger service sector is surreptitiously 
taking on the status of a programme with wide-ranging implications. It is 
becoming nothing less than a vehicle for a levelling of the institutional dif- 
ferences between the various forms of capitalism, which in turn suggests 
that the social compromises of the twentieth century are fragile. Ulti- 
mately it has to be decided whether structural change is forcing very dif- 
ferent national employment models to converge towards a single 
competitive model characterised by high levels of inequality or whether 
service work, like industrial work before it, can be organised in different 
ways with similar levels of economic success. Both development paths 
bring into play the relationship between labour and product markets. On 
the so-called ‘high road’, there is a positive reciprocal relationship 
between the manufacture of quality products, high service quality and 
good employment conditions, such as reasonable pay, good social protec- 
tion and high skill levels. This development path is underpinned by insti- 
tutions that open up longer term investment prospects in both markets. 
On the ‘low road’, a vicious circle is created by the combination of short- 
termism in the markets, encouraged by a weak institutional framework, 
and poor working and employment conditions (Sengenberger and Camp- 
bell 1994). 

In order to break away from deterministic convergence theories and 
the associated ‘certainties’ about future development, it is necessary to 
examine the differences in the development of employment and work in 
services in different countries and in different industries, and to identify 
the causes of this diversity as well as any possible opportunities for altern- 
ative development paths. The aim of our EC-funded project on new forms 
of work in the service economy (NESY), the results of which are presented 
in this volume, was to contribute to this effort. The project was intended 
to provide answers to the following three questions: 


1 Must we really accept greater social inequality in order to extend the 
service sector or is the so-called ‘high road’ development path a real 
option? 

2 Does an increase in service activities necessarily go hand in hand with 
the destandardisation or even polarisation of employment and 
working conditions? 

3 Are service societies and service work converging towards a single, 
uniform model? 


Since the theories alluded to above concern both the macro and micro 
levels, analyses at both levels are required. Our project was in fact charac- 
terised by precisely this combination of macro- and micro-level analysis. 
The macro-level analyses will be found in Part I of the book. At the micro 
level, case studies on the organisation of service work were carried out in 
various industries. In order to obtain as broad a picture as possible of the 
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reality of service work, a distinction was made between well- and poorly 
paid jobs in both old and new and public and private services. Case studies 
were carried out in five different industries in a total of ten countries, 
although not all the industries were investigated in all countries (see Box 
1.1). Individual teams report on the results of the country studies in a 
total of five comparative industry studies in Part II of the book. Part III, 
finally, takes up several cross-cutting themes which emerged from the case 
studies in the five imdustries and that were addressed in the industry 


studies. 


Box 1.1 


The NESY case studies 


Home care for the elderly: Country reports on Finland (Timo 
Anttila and Jouko Nätti), Sweden (Dominique Anxo and Hakan 
Nyman), Denmark (Agi Csonka and Joachim Lynggaard Boll), 
the UK (Colette Fagan and Darren Nixon), the Netherlands 
(Janneke Plantenga, M. van Everdingen and Chantal Remery) 
and Italy (Petra Degasperi and Paola Villa). Two local organisa- 
tions providing home care for the elderly were surveyed in each 
country. Dominique Anxo co-ordinated the research and com- 
piled the summary report together with Colette Fagan. 

Hospitals: Country reports on Sweden (Dominique Anxo and 
Häkan Nyman), the UK (Jill Rubery, Mark Smith and Marilyn 
Carroll), the Netherlands (Janneke Plantenga and Chantal 
Remery), Belgium (Robert Plasman and Julie Lumen), France 
(David Piovesan) and Italy (Paola Villa and Elisabetta Zeni). 
The research teams in each country conducted surveys in two 
public hospitals and more specifically in two departments: 
gynaecology and obstetrics, and orthopaedics. The population 
surveyed was that of medical care staff other than doctors (i.e. 
nurses, nursing assistants and midwives). The summary report 
was compiled by Christophe Baret, who also co-ordinated the 
research. 

IT services: Country reports on Finland (Timo Anttila and Jouko 
Nätti), Denmark (Agi Csonka and Joachim Lynggaard Boll), the 
UK (Mark Smith), the Netherlands (Janneke Plantenga and 
Chantal Remery) and Germany (Dorothea Voss-Dahm). In each 
country, the IT companies studied all had their core business in 
the field of systems development, analysis and software services. 
The case studies included small as well as large IT firms. In four 
countries, we had access to the same global company. The 
summary report was compiled by Janneke Plantenga and 
Chantal Remery, who also co-ordinated the research. 
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° Retail trade: Country reports on Finland (Timo Anttila and Jouko 
Nätti), Sweden (Dominique Anxo and Häkan Nyman), Denmark 
(Joachim Lynggaard Boll), Germany (Thomas Haipeter), France 
(Florence Jany-Catrice and Martine Pernod-Lemattre) and Portu- 
gal (Alberto de Castro, Hugo Figueiredo and Pilar Gonzalez). 
Two case studies were carried out for each country, one in a 
hypermarket and self-service supermarket and one in a clothing 
store; these included two European clothing chains. Steffen 
Lehndorff co-ordinated the research and compiled the summary 
report together with Florence Jany-Catrice. 

° Banking: Country reports on Germany (Thomas Haipeter) and 
France (Martine Pernod-LeMattre, Francois-Xavier Devetter and 
Florence Jany-Catrice). Thomas Haipeter and Martine Pernod- 
Lemattre compiled the joint summary report. Two banks were 
examined in each country, each one represented by one high 
street branch and one telephone banking service. 


The results of the case studies are documented in Mermet and 
Lehndorff (2001). 


Our aim in this introduction is to outline the most important findings 
contained in the various contributions to the book and to explain how 
they help to answer the three questions that formed the starting point for 
the project. 


Different service societies in Europe 


‘Even in an optimistic forecast, it cannot be supposed that the tertiary 
sector will employ more than 85 per cent of the economically active popu- 
lation, which would leave only 5 per cent for agriculture and 10 per cent 
for manufacturing’, wrote Jean Fourastié in 1949 (2nd German edn 1969: 
113). True, more than half of all employees in European Union (EU) 
member states work in the service sector or in service occupations. 
However, Fourastié’s assumed upper limit for the evolution of service- 
sector employment has to date not been reached by any European 
country, although a few countries are rapidly approaching that level. 

In their first chapter, Bosch and Wagner use a number of indicators to 
describe the various service societies of the EU, identifying the features 
they have in common and the differences between them. As might be 
expected, the degree of tertiarisation differs considerably, not only in sec- 
toral but also in functional terms, although the differences are greater 
than anticipated. The rapid growth of functions such as design, research 
and development, marketing and customer services means that the 
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volume of services produced within manufacturing industry is also increas- 
ing. However, the differences in the shares of service activities depending 
on whether a functional or sectoral viewpoint is adopted are greater in 
some countries than in others. This is due to differences in the industry 
and product mix, and in country-specific forms of the division of labour 
within and between firms. 

The two indicators of tertiarisation mentioned so far take account 
solely of the number of employees. Yet similar employment rates may 
conceal different volumes of paid service work, since the shares of part- 
time employment in the service sector and full-timers’ working hours vary 
from country to country. In order to clarify these differences, Bosch and 
Wagner introduce a new indicator into the debate, namely the volume of 
service work per economically active person. This indicator makes clear 
the considerable differences among countries in the degree of tertiarisa- 
tion. Thus in Denmark, the country with the highest value for this indica- 
tor, the volume of paid service work, analysed in sectoral terms, is around 
50 per cent greater than in Italy, the country with the lowest value. Even 
within the EU, therefore, service societies differ considerably. 

How can such differences between countries be explained? The theo- 
ries advanced to date, which have tended to be universalistic in character, 
have adduced differences in levels of economic development as the main 
reason for national differences in service sector development. It is 
assumed in these theories that, as incomes rise, employment shifts towards 
services, due to both the positive demand and the productivity bias (Klodt 
et al. 1997; Anxo and Storrie 2001: 27). The positive demand bias means 
that, as household incomes rise, a growing share of that income is spent 
on services, once basic needs have been met. Fourastié spoke of an ‘insa- 
tiable need for the tertiary’ (1969: 112), which develops when the basic 
needs for food and manufactured goods have been satisfied. At the same 
time, since service activities are less easily rationalised than agriculture 
and manufacturing, the productivity bias works in favour of service 
employment. Those who take an optimistic view of economic growth have 
not tended to regard the lower productivity increases associated with 
increases in the relative cost of services as an impediment to growth. 
Finally, reductions in the price of food and manufactured goods free up 
purchasing power for services. Since demand for services really takes off 
when the other basic needs have been met, they are to some extent luxury 
items that cannot be afforded until a certain level of prosperity has been 
attained and which themselves help to improve well-being. 

This optimistic view of the future evolution of services has now become 
considerably more troubled. At a very early stage, Baumol (1967) 
advanced the notion of a ‘cost disease’ afflicting services, which are 
labour-intensive and resistant to rationalisation, particularly when wage 
increases in the service sector keep pace with those in the more easily 
rationalised manufacturing sector. Since the services in question were 
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primarily public services, which in the USA are provided by municipal and 
other local authorities, he forecast that city finances would enter a period 
of crisis, a prophecy that was later to come true. Apart from Baumol 
himself, many economists have subsequently suggested that this obstacle 
to growth could be overcome to some extent by greater wage differenti- 
ation, particularly low pay rises in labour-intensive services. Gershuny 
(1978), on the other hand, saw higher price rises for services as a reason 
to substitute industrial products for services and to develop a self-service 
economy. 

Both the optimistic and pessimistic visions of the service society shared 
a universalistic approach that has only been challenged in recent years. 
Esping-Andersen (1990) identified various types of welfare state. Depend- 
ing on the welfare state regime and household structures, personal and 
social services in advanced societies can be provided within the family, 
either via the market or by the state. The convergence that the universal- 
ists argued would take place as prosperity increased was thus called into 
question, with the co-existence of different types of service society being 
regarded as possible. 

In their second chapter, Bosch and Wagner tap into these theoretical 
debates to develop a multi-dimensional explanatory model of the develop- 
ment of services that also makes it possible to go beyond the nature of the 
welfare state regime in interpreting national differences. To this end, they 
examine the influence of a wide range of factors on service employment 
by correlating the volume of work in services as a whole and in individual 
subgroups with various influencing factors. They show that the transition 
to knowledge-intensive, high-quality production in the manufacturing 
sector is one of the most significant forces driving the growth of business- 
oriented services, that shorter working times in service activities increase 
the employment intensity of growth and that many EU member states 
have specialised in the international division of labour and are exploiting 
their comparative advantages. Probably the most striking correlation is 
that between women’s employment and social services. The outsourcing 
of services from households is one of the most important sources of 
growth in social services. However, many of these social services suffer 
from cost disease because they are highly labour-intensive yet, because of 
their paramount importance in the formation and maintenance of human 
capital, they cannot be left entirely to the market. Without accepting a loss 
of social cohesion and capacity for economic development, the state 
cannot allow such services to be unavailable to large numbers of its cit- 
izens on cost grounds. Consequently, various instruments have been put 
in place to ensure that all citizens can avail themselves of such services. 
They range from the provision of services free at the point of delivery via 
social security to support for low-income households. Service quality, 
employees’ working conditions and the possibilities for expansion are all 
strongly linked to the definition of public goods and the level of social 
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expenditure, and ultimately, therefore, as Gershuny (1978: 91) has 
pointed out, to political decisions. 

Probably the most surprising finding of the empirical analysis is the 
negative correlation between the level of service employment and high 
income differentiation. Up until now, the high income differentiation and 
social inequality that characterise the USA have been regarded as the 
price that has to be paid by countries seeking a similar employment 
dynamic and the same high employment rates as the USA. The fact that 
countries such as Sweden, Denmark, Norway and Finland have employ- 
ment rates similar to those in the USA, but with less social inequality, has 
been ignored. Because working times are longer, similar employment 
rates in the USA conceal the existence of a significantly larger volume of 
work. The high-volume service economy m the USA, in which economic 
pressures force every economically active individual to offer more hours’ 
labour than in the EU, requires the weakening of all institutions, such as 
the welfare state and trade unions, that restrict the supply of labour. On 
the other hand, the shorter working times in many European countries 
permit a combination of high employment rates and a highly developed 
self-service economy. 

The principal aim of the first two chapters was to describe and explain 
the different level of service employment in Europe. Mark Smith (Chapter 
3), for his part, is concerned with the dynamic of employment growth in 
Europe in the 1990s. He shows that in all EU member states service indus- 
tries made the greatest contribution to employment growth, not only 
among women but among men as well. Only in a few countries (e.g. Italy 
or Portugal) did the top five job-creating industries include activities other 
than services, such as construction. The industries in which job creation 
was strongest were health and social work (NACE 85), business services 
(NACE 74), education (NACE 80) and computer and related activities 
(NACE 72). Next in line were retailing and hotels. Thus the growth areas 
included both high valued-added, well-paid activities, such as business ser- 
vices or computer and related services, and low valued-added, poorly paid 
activities. True, low valued-added activities offer good employment 
opportunities for new labour market entrants, but they hold out little 
prospect of promotion and, above all, little in the way of job stability. This 
is illustrated by the fact that the retail trade is included among the top five 
only if the analysis of job creation is based on the number of new entrants 
or returners to the labour market, that is, on the short-term employment 
dynamic. If it is based rather on the net job increase over the medium 
term, then IT services replaces retailing in the rankings. 

Smith further investigates whether the growth of services is connected 
with the increase in non-standard employment forms. Here, too, there are 
striking differences between the countries. In countries with high levels of 
non-standard employment forms, such forms are found throughout the 
economy and not just in services. Moreover, the share of non-standard 
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employment forms is not increasing in all countries. In the Scandinavian 
countries, for example, the share of part-time workers has been declining 
for a number of years. With such heterogeneous patterns of development, 
therefore, there can be nothing in the nature of services themselves that 
might account for the high share of temporary and part-time employment 
in service activities, as is frequently argued in the literature (Townsend 
1995: 15). 

One reason for the different levels of temporary employment is differ- 
ences in national labour standards and forms of labour market regulation. 
The greatest differences between countries in the level of service employ- 
ment and in the most widely used forms of employment are to be 
observed among women. In her chapter on services and employment 
prospects for women (Chapter 5), Alexandra Wagner shows that part-time 
employment among women depends not only on the degree of equality 
women enjoy in working life but also on national approaches to the 
work/life balance. True, part-time rates are higher in services than in 
manufacturing in all EU countries, and the overwhelming proportion of 
new jobs for women are part-time. However, it cannot be assumed that a 
triangular relationship between services, part-time work and women’s 
employment exists in all countries. Service work is not necessarily part- 
time work, as is proved in the industry studies in Part II of this volume, 
nor is women’s work necessarily part-time work. However, institutional 
arrangements in the labour market, as well as tax, social and family policy, 
can offer strong incentives for women to opt for either full-time or part- 
time employment. Of particular significance are, first, the level of child- 
care provision and the length of the school day, second, incentives in tax 
and social security systems that support either the classic single male 
breadwinner model with derived social security entitlements or more 
egalitarian forms of the gender division of labour and, finally, the level of 
women’s pay relative to that of men. The whole set of institutional incen- 
tives and the underlying notions of men’s and women’s roles in society 
have given rise to various models of the gender division of labour, which 
Wagner typologises, drawing on the work of Rubery et al. (1999) and 
Fagan (2001). These models are linked not only with different employ- 
ment forms for men and women but also with differences in the size of 
the service sector. 

Certain employment policy conclusions may be drawn from the results 
of the four macro-level studies in the first part of the book. The EU’s 
ambitious goal of raising the employment rate within the Union to 70 per 
cent by 2010 will not be achieved with simple remedies, such as wage 
differentiation. Countries with a more evenly balanced earnings structure, 
such as the Scandinavian countries, have the highest employment rates in 
Europe and have already exceeded the EU target figure. This is expressly 
referred to in the interim report on implementation of the EU’s employ- 
ment strategy (Employment Taskforce 2004). Moreover, the share of 
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non-standard employment forms is declining in these countries, and in 
any event part-time work has long been coupled with high levels of social 
protection in the Scandinavian countries and has become a normal part 
of individuals’ employment histories, increasingly in alternation with full- 
time employment. 

In other countries, particularly the continental and Southern European 
countries, the greatest potential, in addition to specialisation in the inter- 
national division of labour, lies in the development of women’s employ- 
ment and in innovation policy. If such an approach is to bear fruit, 
knowledge-intensive manufacturing has to be encouraged and the quality 
of service provision ensured. Overcoming the cost disease that afflicts 
important social and personal services through the introduction of new 
welfare state instruments is a valuable starting point. The social sphere is 
not an obstacle to but rather a possible source of economic development. 

As knowledge plays an increasingly important role in economic devel- 
opment, services that help to develop and maintain human capital have 
become a focus of attention. The main activities involved here are educa- 
tion, training, health and care services. Making explicit reference to the 
increasing importance of human capital in member states’ economic 
development, the OECD and EU, for example, have begun to compare 
and assess education systems and to make recommendations for reform. 
Since high-quality social services cannot go hand in hand with low pay and 
unreasonable working conditions, the debate on wage inequality is begin- 
ning to shift somewhat. 

As a result, increasing attention is being paid to the quality of service 
jobs. This is the theme of the industry studies that make up the second 
part of the book. 


The different worlds of service work 


In their traversal of the different worlds of service work at company level, 
the industry teams used common guidelines to investigate the demands 
the market typically makes on organisations in the five industries, the 
characteristics of work organisation, employment and working time struc- 
tures and industrial relations. The industries selected for investigation 
could not be more different from each other with regard to work require- 
ments and employment forms and conditions. The retail trade, on the 
one hand, and IT services, on the other, represent the two poles of service 
work, namely ‘simple’ services and ‘knowledge-intensive work’. Two 
further areas — customer services in banking and hospital nursing — repre- 
sent classic service activities with intermediate skill levels, while home care 
services for the elderly are an example of a relatively new service activity in 
which an occupational labour market is rapidly gaining in importance. 
Thus constituted, our sample enabled us to identify the major, contra- 
dictory trends currently operating in service work: standardisation and 
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responsiveness to individual customer preferences, self-organisation and 
“Taylorisation’, deskilling and professionalisation. The only characteristic 
shared by the five service activities investigated is that they all involve 
‘front-line work’. Since such work is ‘people-centered, albeit frequently 
mediated by technology’, it encompasses interaction with customers in the 
creation of the end-product (Frenkel 2000: 469). 

When we set about analysing the five activities, we agreed on an analyti- 
cal framework that facilitated the task of identifying the factors shaping 
work in the five industries in our sample. Our aim was to take account not 
simply of industry effects but also of a wide range of societal influences 
(Maurice et al. 1986). Figure 1.1 shows one of the ways of describing this 
framework. Let us look briefly at the four spheres of influence, beginning 
top left and proceeding in a clockwise direction. 

First, the nature of the product and the specific characteristics of the 
market in which that product is offered are crucial factors in shaping 
service work. Account has to be taken of how the product market is 
regulated. In more and more areas, such regulation depends on EU 
guidelines. 

Second, service organisations operating in these markets draw on a 
particular supply of labour to produce their services. This brings into play 
labour market institutions, which directly structure and regulate the 
labour supply and relations in the labour market. Companies and public- 
sector service organisations must adjust to such institutions, but can at the 
same time help to change them. 

Third, the recruitment of female workers is particularly important in 
many service industries. Consequently, the organisation of service work is 
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Figure 1.1 Factors influencing service work organisation (source: own representa- 
tion drawing on various contributions to the present volume). 
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strongly influenced by the gender relations and household structures pre- 
vailing in a given society, together with the related cultural attitudes and 
the type of welfare state. 

Fourth, these spheres of influence do not determine, for example, the 
organisation of service work; rather, they influence the management pol- 
icies adopted in service organisations. The way in which management 
processes the signals emanating from the external environment 
shapes the conditions under which service work is performed in these 
organisations. 

The various spheres of influence are connected to each other. Product 
markets and consumption patterns are influenced by income distribution, 
and these in turn are shaped by labour market regulation, corporate strat- 
egies, the welfare state and other areas of state policy (Froud et al. 1997; 
Anxo and Storrie 2001). The labour supply depends on, among other 
things, demographic changes, income distribution, labour market institu- 
tions, tax and social security systems and other welfare state institutions. 
However, it also reacts to company personnel strategies. Another example 
is the role of the state, which is directly active in three spheres and at the 
same time restricted in its freedom of action by, among other things, the 
labour market, income distribution and corporate strategies. Thus there 
are not only one-sided dependencies between the four spheres of influ- 
ence and the organisation of service work, but interdependencies as well. 
These are liable to change over time, which may give rise to discontinu- 
ities and to shifts in development paths. 

Against this background, the five chapters in Part II seek first to identify 
the factors that contribute to the formation across national boundaries of 
typical industry profiles of service work in each of the five areas of activity. 
These include the competitive environment and budgetary restrictions 
impacting on working and employment conditions, changes in qualifica- 
tional and skill requirements, employment and working-time forms and 
the main trends in work organisation in each of the five industries. Super- 
market check-out operators in Lisbon are subject to more or less the same 
conveyor-belt conditions as their counterparts in Copenhagen. Nurses in 
Gothenburg are affected by the same cost-saving imperatives as their col- 
leagues in Rome. Software engineers in Helsinki have to contend with 
markets that are just as fiercely competitive as those in which their coun- 
terparts in Manchester operate. Let us look briefly at these five service 
activities. 

Home care services for the elderly (Dominique Anxo and Colette 
Fagan, Chapter 6) are emerging as a rapidly growing industry positioned 
between the two traditional forms of care for the elderly, namely residen- 
tial care or nursing homes and privately organised care within the family. 
This development has gone hand in hand with a pronounced trend 
towards the professionalisation of this kind of care, which has led to the 
emergence for the first time of an occupational labour market of some 
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size. In the countries investigated, the nature of home care provision has 
hitherto been determined to a large extent by local authorities, either as 
providers or as regulatory bodies. However, private providers are playing 
an increasing role. The boundaries between informal and professional 
work in this industry are still ill-defined. As a result, the professional status 
of employees is not unambiguous or uncontested and there is a consider- 
able degree of diversity in both organisational structures and the forms 
taken by the division of labour. Home care services are only just emerging 
as a major industry, but this development is taking place in an environ- 
ment characterised by scarce public funds, considerable experimentation 
with structures on both the supply and demand sides, very high labour 
turnover and enormous labour shortages. 

Hospital nursing services (Christophe Baret, Chapter 7), on the other 
hand, have long been the preserve of professionally qualified staff, and 
the job description and work requirements are regarded as clearly 
defined. Nurses in hospitals provide a round-the-clock service, and the 
work places considerable demands on their commitment and ability to 
work under pressure. The need to deal with new technology and the 
devolvement of responsibility for budgets and work processes emphasise 
the increasing skill requirements, but restrictive public expenditure pol- 
icies have led to staffing levels becoming one of the favoured targets of 
cost-reduction measures. A gulf is opening up between the responsibilities 
placed on nurses’ shoulders and the ethos of their profession, on the one 
hand, and the staffing levels with which they are expected to work, on the 
other. This is giving rise to increasing tension in the workplace and, in 
some cases, to the departure of skilled workers from the sector. 

Three distributive or business-oriented areas of service activity stand in 
contrast to these two social services. Here, too, one of them - IT services 
(Janneke Plantenga and Chantal Remery, Chapter 8) - is a recently estab- 
lished industry. This business-oriented service activity may be carried on 
within large-scale industrial structures but also in small, independent 
service organisations. Software development and support require a high 
degree of technical skill and autonomy in order to deal with the demands 
of the work. An organisational environment in which greater than average 
reliance is placed on ‘total commitment’ on the part of employees encour- 
ages the especially long working hours for which this industry is notorious, 
which in some cases escape all formal regulation. For some observers, this 
makes the sector a trailblazer pointing the way to the world of work of the 
future; however, it does not make it any more attractive for the new 
recruits, particularly women, whom the industry urgently requires in 
order to stabilise its long-term development. 

Sales work in large retail stores (Florence Jany-Catrice and Steffen 
Lehndorff, Chapter 9) constitutes the opposite pole to IT services, the 
flagship of the new economy, and is regarded as a standard example of 
‘simple’, poorly paid service work. Work in this large-scale business, 
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exposed to intense price competition, is largely the preserve of women in 
the low and intermediate qualification/skill segment. There is a great 
demand for time flexibility in the industry, which has played a leading 
role in the expansion of part-time work. The rationalisation of goods man- 
agement and branch organisation is strongly influenced by Taylorist 
models, with the result that standardised activities organised around a 
highly detailed division of labour play a major role and the fragmentation 
of employment and working times is proceeding apace. At the same time, 
however, sales staff in large retail outlets have increasingly to ensure that 
the goods management system is functioning smoothly and to know where 
and when they are needed, in order to prevent customers from drifting 
over to the competition. They have to manage this against a background 
of extremely tightly calculated staffing budgets and are therefore doing a 
job that may be described as ‘simple’ service work only with reservations. 

Customer services in high street banks (Thomas Haipeter and Martine 
Pernod-Lemattre, Chapter 10), on the other hand, have traditionally been 
associated with a high share of full-time employment and high skill and 
qualificational levels. Here, too, however, nothing is the same as it once 
was. The banking industry is undergoing radical change and new areas of 
activity such as call centres are calling into question the job profile nor- 
mally associated with customer services. Bank employees are no longer 
‘counter clerks’. Rather, they are becoming entrepreneurs within the 
company, making appointments with their customers and submitting 
offers to them. Their careers depend on the volume of sales they make to 
these customers. At the same time, routine mass business is being increas- 
ingly differentiated from customer advice services, which in turn is leading 
to the emergence of more sharply contrasting working time and employ- 
ment structures. 

However, over and above such industry-wide characteristics, pro- 
nounced differences between countries and their national profiles may be 
discerned. 

Let us begin with the retail trade. When French researchers investigate 
retailing in their own country, they assume — quite naturally of course — 
that the retail trade is dominated by part-time employment. From the 
perspective of their German or Danish colleagues, however, the French 
retail trade seems to be characterised rather by full-time employment, 
since retailers in France are encountering considerable resistance in the 
labour market to their objective of expanding part-time employment. 
True, the part-time rate is increasing everywhere, but at very different 
levels. If German or Danish researchers investigating the retail trade had 
believed that very short, fragmented working times were virtually a law of 
nature in a mass-market service industry characterised by very high time 
flexibility requirements and intense price competition, then the large 
firms in the highly rationalised and relatively profitable French retail 
sector, in which part-time rates are only half those in Germany and 
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Denmark and part-timers in any case work considerably longer hours, 
pose a number of riddles. 

Such differences in national profiles are not confined to the retail 
trade. Part-time rates in hospitals, for example, differ from country to 
country in very much the same way as they do in retailing. In this case, 
however, the differences are associated with very different management 
strategies. In some countries, retail managers complain that part-time 
rates are too low. Hospital managers, however, are trying to prevent 
trained nurses, who are in any case in short supply in the labour market, 
from opting to work part-time. Their efforts have met with only limited 
success, since the differences between countries with high and those with 
low part-time rates persist. And in the banking industry, where market 
strategies are increasingly geared to globalised financial markets, compari- 
son of France and Germany reveals considerable differences in personnel 
strategies. German banks rely to a greater extent than their French coun- 
terparts on their employees’ functional flexibility, since they are able to 
draw on a more highly developed system of vocational training. 

We also encountered differences in employment structures caused by 
the level of professionalisation in home care services and the use of out- 
sourcing in such disparate sectors as care of the elderly and IT services. 
Tasks that, in a Finnish software project, are performed as a matter of 
course within the team tend in the UK to be outsourced to external one- 
man companies. British and German software engineers also seem to be 
equally prey to the notion that it is impossible to survive in the industry 
without working long hours every week. Hence, during the dot-com 
boom, they could be presented in the media as the protagonists of the 
world of work of the future, so committed to their professional goals that 
they would even, when necessary, set up a camp bed next to their comput- 
ers. In contrast, the working time structures of Finnish software engineers 
differ much less from the average for the service sector as a whole in 
Finland, where IT projects are planned on the assumption that the spe- 
cialists charged with implementing them will not work on average much 
longer than forty hours per week. Are Finnish software houses perhaps 
operating in a less intense competitive environment, while collective 
agreements and health and safety legislation are ‘necessarily’ becoming 
obsolete for their German or British counterparts? In view of the fact that 
the Finnish IT industry is a world leader, this would seem unlikely. 

The industry chapters provide an initial answer to the question posed at 
the beginning, namely whether the increase in service activities automati- 
cally goes hand in hand with the destandardisation or even polarisation of 
working and employment conditions. As the overlapping industry and 
country profiles show, it is only under certain political and institutional 
conditions that service work is associated with increasing social inequality 
and the polarisation of employment conditions and of employment and 
working time forms. Even the differentiation of employment and working 
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time forms does not in itself tell us very much about the extent of the 
decline in standardised working and employment conditions. Part-time 
work, for example, can be both poorly paid, second-class work offering 
little in the way of social protection and a temporary option that is part of 
the normal employment history. Finally, it is clear that working and 
employment conditions can also be destandardised from within, for 
example, through increases in working time, even when the standard 
employment relationship remains apparently unchanged. Whether or to 
what extent the standard employment relationship is being eroded m 
what might be called a process of ‘internal recommodification’ also 
depends on politics, policy-making and institutions. It is precisely these 
overlapping processes and the forces they generate and that also act upon 
them that are the focus of the cross-cutting analyses in Part III of this 
book. 


Institutions matter 


The four chapters in the final part of the book are concerned with the 
changing employment relationship in service activities, with the establish- 
ment of external and internal markets as instruments for the control of 
service work, with the difficulties facing trade unions in the private service 
sector and with the regulation of product and labour markets in services. 
The various chapters investigate the empirical material from different per- 
spectives. However, they do have one common denominator, in that they 
all show how much the link between job quality and service quality is influ- 
enced by the institutional environment in which service work is performed. 

Drawing on the empirical material gathered in the course of the 
project, Jill Rubery (Chapter 11) analyses the fundamental change in the 
employment relationship that is becoming apparent in service activities. 
To this end, she embarks on a thoroughgoing reformulation of labour 
market segmentation theory. The particular value of this approach for our 
investigation is that it offers an explanation for the differentiation of 
working and employment conditions and of job quality. The starting point 
for her analysis is the central role that organisations play in shaping work 
and structuring labour markets. And since the analysis includes a compari- 
son of different countries, the influence of the outside world on organisa- 
tional structure and policy is also brought into play. Welfare state regimes, 
product and labour market regulation and changes in the conditions and 
forms of competition all impact upon organisations. In many service 
industries, privatisation policy plays a key role. Consequently, the balance 
of power between employers and dependent employees, which lies at the 
heart of the employment relationship, is to a large extent ‘shaped by both 
the societal system and by the new strategies of competition’. And yet the 
influence of the outside world on the interior world of organisations is 
always mediated by management actions. Thus organisations can take 
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advantage of changes in competitive conditions in order actively to pursue 
changes in the internal balance of power. Furthermore, large organisa- 
tions can bring their influence to bear in order to change the institutions 
and competitive conditions in their external environment in such a way 
that they can be used to reshape the employment relationship and give 
greater control to management and owners. Consequently, even seem- 
ingly well-entrenched development paths via the ‘high road’ are repeat- 
edly being called into question and even ‘good jobs’ are constantly under 
threat. 

This analysis of the forces that influence the organisation and structur- 
ing of work stands in sharp contrast to the extensive literature on best 
practice in organisations which, by creating local win-win situations, have 
improved both working and employment conditions and operating 
profits. Such win-win situations certainly exist, but it is debatable whether 
they can realistically be expected to exert much influence on the overall 
development of entire service industries. Whether or not practices that 
combine good working and employment conditions with good service 
quality can establish themselves in the market will not be decided solely by 
the play of competitive forces. Rather, Rubery regards a ‘strong institu- 
tional environment’ as necessary 


to push most organisations in a similar direction. ... The analysis pre- 
sented suggests that there is a need for re-regulation rather than 
deregulation if we want to improve the ability of organisations to 
pursue the type of high road employment and product strategy neces- 
sary to secure both European competitiveness and European living 
standards within the new service economy. 


In both its analysis and conclusions, Rubery’s chapter sets out a critical 
counter-argument to the mainstream notion that, ultimately, everything is 
best regulated through the market. Other contributions to the book also 
draw attention to the consequences of a perspective and approach in 
which the market mechanism is seen as the highest animating or control- 
ling principle, one that can be universally applied to the delivery of both 
private and public services. This is the perspective from which Steffen 
Lehndorff and Dorothea Voss-Dahm investigate the changing employ- 
ment relationship in service activities. In this chapter too, the main 
concern is to analyse the connection between the inner world of service 
organisations and their external environment. Competition in product 
markets, which has been created in part by politically inspired deregula- 
tion, is being brought to bear by management on the inner workings 
of service-providing organisations. This trend is by no means specific 
to services. The just-in-time principle adopted in the automobile industry, 
for example, is a manifestation of the same thinking, with cars and 
components being produced directly to order. Like their counterparts in 
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manufacturing, service workers are not being confronted directly by 
market competition but rather by economic and financial indicators and 
other targets, which senior management derives from its interpretation of 
market processes. However, many service workers deal directly with cus- 
tomers, with the result that they frequently find themselves stuck between 
a rock and a hard place, with customers on one side and the financial 
indicators expressing corporate business targets on the other. 

However, it is not simply pressure from the product market that is 
being brought to bear on organisations. An important role is also being 
played by the increase in external personnel flexibility as a result of the 
extended use of so-called non-standard employment forms which can 
make a significant contribution to the ‘opening-up’ of service organisa- 
tions. External and internal personnel flexibility are not alternative 
options; rather, management can exploit the interaction between the two. 
Thus the internalisation of external pressures can bring about radical 
changes within the standard employment relationship. The results-driven 
approach is increasingly placing dependent employees — from software 
engineers via care assistants to sales assistants in the retail trade — in a situ- 
ation in which they themselves have to secure their jobs through careful 
self-management. The shaping of organisations’ competitive environment 
and the establishment by management of markets within service organisa- 
tions are intended to expose employees to the constraints of competition 
and thereby induce them to increase their job performance. Resources 
are made scarce and more responsibility for finding a way out of the dif- 
ficulties is devolved to employees. This in no way means that earlier forms 
of labour control have disappeared. It is true that control through the 
market fits almost seamlessly into an environment characterised by highly 
skilled knowledge work, in which a high degree of individual autonomy in 
the organisation of work processes can blur the boundaries between 
dependent employment and self-employment. However, elements of 
market control can gain ground even when bureaucratic, technical or 
direct personal forms of control (Edwards 1979) persist. And even when 
market control is associated with greater autonomy in work organisation, 
such ‘empowerment’ does not extend to control by individual employees 
of the conditions under which they operate. 

Lehndorff and Voss-Dahm (Chapter 12) emphasise the ambivalent 
nature of the ‘delegation of uncertainty’ to employees that goes hand in 
hand with the market control of labour. On the one hand, it leads in 
many cases to a self-managed process of work intensification, and some- 
times also to work “extensification', that is, increases in working time 
made by employees acting on their own initiative. On the other hand, it is 
precisely in the terms ‘self-managed’ and ‘on their own initiative’ that the 
explosive nature of the delegation of uncertainty lies. The whole purpose 
of exerting control through the market is to mobilise individual 
employees’ problem-solving capabilities. These capabilities are quite con- 
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siderable, as is shown by the daily efforts to overcome the difficulties in 
many service organisations that are exacerbated by scarce resources. 
However, this mobilisation of dependent employees’ creative capacities is 
associated with considerable individual and social costs. 

As is shown by the examples cited by Rubery, Lehndorff and Voss- 
Dahm and the authors of the preceding industry analyses, these costs may 
be reduced by an appropriate institutional and political environment. 
Control through the market has always to be implemented under the con- 
ditions that happen to prevail in the particular social environment, even 
when the objective of such control is to change that environment. True, 
the internal logic of market-based control tends towards the recommodifi- 
cation of labour, but this logic cannot assert itself fully until the counter- 
vailing social and political forces and institutional counterweights have 
been sufficiently weakened. However, these are not necessarily weak, nor 
are they enfeebled everywhere. There are certainly countervailing forces 
and counterweights, albeit of variable strength from country to country, 
acting against the unchecked advance of product market competition (or 
shortage of resources in public budgets) and the consequent impact on 
the working and employment conditions of service workers. 

One particularly important indicator is the significance of vocational 
training. In all the countries under investigation, the professionalisation 
of service work is being accompanied by the reproduction of simple activ- 
ities. And yet in the course of this process, poorly paid, low-skill activities 
are being separated off to an extent that varies, not only from country to 
country but also from industry to industry. Thus, for example, a general 
trend towards the professionalisation of home care services may be dis- 
cerned. In the UK, however, this trend is only in its early infancy. At the 
same time, the UK is the country in which the increase in skill levels 
among nurses, another generally observable trend, is most evidently offset 
by the outsourcing of simple, poorly paid care tasks. In Sweden, on the 
other hand, the number of trained nurses, who today have to have a uni- 
versity degree, has increased in absolute terms, although the budget crisis 
of the 1990s led to a reduction in the total number of nursing personnel 
in the Swedish health care system. In several countries, the ‘upskilling’ 
process has exacerbated disputes about the excessively low pay levels of 
nursing personnel. In response, the Netherlands, for example, embarked 
upon a structural reform of hospital pay grades that led to the upgrading 
of around a quarter of all nurses. 

Besides the organisation of training, which is a labour market institu- 
tion, service work is also influenced by product market regulation. Here, 
too, there are considerable differences between the countries. Thus in the 
Scandinavian countries and the Netherlands, there is widespread out- 
sourcing of home care services to the private sector, but the state lays 
down quality standards or restricts subcontracting to the provision of 
ancillary services. In Sweden, local authorities award care contracts only to 
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specialist personnel with three years’ training. In a number of traditionally 
highly professionalised services, the concern with service quality has, since 
time immemorial, resulted in severe restrictions on access to the labour 
market. This link between access and service quality now applies to a wider 
circle of occupational groups, particularly in social services, and is having 
an effect on working and employment conditions. Labour market regula- 
tion and production market regulation, therefore, are closely linked to 
each other. 

The role played by trade unions in the service sector in European coun- 
tries impacts directly upon working and employment conditions. The relat- 
ively high degree of influence wielded by the Scandinavian trade unions, 
even in a sector like IT services, which for the trade unions in some other 
countries is still more or less terra incognita, is a very significant factor in 
embedding labour standards such as a general forty-hour week so firmly in 
the wider society that even employers and employees in software houses do 
not regard them as completely irrelevant. The effectiveness of strong trade 
union influence may also be observed at the opposite end of the spectrum, 
in retailing. One example is the liberalisation of shop opening hours in 
Sweden, which has led to considerably less flexibilisation of individual 
working hours than in the UK, for example, since the trade unions were 
able to push through new, collectively agreed protective provisions. 

Does such an example reflect a gradual erosion of trade union power 
or the emergence of new approaches and strategies from which trade 
unions in other countries seeking opportunities for regeneration could 
learn? Jon Erik Dglvik and Jeremy Waddington, who analyse the problems 
faced by trade unions in the private service sector, are somewhat sceptical 
in this regard. The two authors show how trade unions are experiencing 
the current change primarily as a major additional difficulty. Great effort 
is being expended on organisational reforms, such as mergers or internal 
restructurings, the benefits of which remain uncertain. Dglvik and 
Waddington suggest that trade unions should take account of the interests 
and reactions of consumers, clients and the wider public. This is not in 
any sense a call for clever tactics or a skilful PR strategy: “The need to win 
customer support and public legitimacy, and to build ties with broader 
societal groups, is a prerequisite for success.’ Dglvik and Waddington are 
pointing here to the nexus of working and employment conditions and 
service quality that is of fundamental importance in any analysis of 
national differences, in the identification of opportunities to shape service 
work and for the trade unions’ future role in the service sector. 

Ironically, the very enforcement of market-based control in service 
work - that is, the delegation of uncertainty to employees — may perhaps 
prompt the trade unions to rethink their own approaches to service work 
(Bosch 2001) both at company level and at that of the wider society. When 
workers find themselves squeezed between customers and corporate finan- 
cial indicators, they have to cope on their own initiative with complicated 
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and difficult situations in an environment in which working conditions are 
becoming increasingly burdensome. This makes them experts in the work 
process. They are the ones best able to identify the points at which service 
quality begins to suffer when resources are scarce. They are also in a posi- 
tion to judge how working conditions would have to be shaped in order to 
produce good-quality service. Such workers constitute a source of know- 
ledge and skills for trade unions in a service society seeking, in their 
capacity as trade unions, to re-invent themselves as the champions of good 
services. Poorly trained, dissatisfied workers do not provide good services. 

It is at this point that the limits of the studies on which the present 
volume is based become evident. True, they formulate indicators, such as 
those referred to above, that show how the ‘high road’ route towards the 
service society at the macro level is correlated with the quality of working 
and employment conditions within service organisations. Yet the extent to 
which the industrial relations system, labour and product market regula- 
tion and the welfare state actually impacts upon individual service organi- 
sations and directly or indirectly influences work processes could not be 
satisfactorily investigated in a research project of this scope and duration. 
The best that could be achieved was to identify starting points for future 
research, which can be formulated as follows. The gulf between the 
demands of service work and the resources available to service workers, 
which is the core problem in all five areas of service work investigated, is 
viewed just as critically in the Scandinavian industry studies as it is in the 
Italian, German or British studies, for example. And yet indicators such as 
those alluded to above reveal significant differences between these coun- 
tries. This suggests, first, that awareness of the problem is heightened 
when the ‘high road’ approach is adopted. Furthermore, however, it 
shows that the struggle for better working and employment conditions 
must go on, even under the conditions that exist in Scandinavia, which 
must undoubtedly be regarded as favourable compared to the European 
average. Gains already achieved in this area are constantly under threat 
and every step forward is a starting point for further disputes. 

This dynamic manifests itself, for example, in the quality of largely fem- 
inised jobs in social services, which is a key factor in the choice between 
the ‘low road’ and ‘high road’ routes towards the service society. Yeandle 
(1999: 160) draws on the example of Denmark to investigate the contra- 
dictory nature of the shifting of personal support and care activities out of 
the informal household sphere and into the formal labour market: 


Gender divisions have not been eliminated in Denmark — indeed 
there is a very high level of occupational sex segregation in the Danish 
labour force, and Danish women continue to provide the majority of 
personal care for those in need of it. But the lifelong economic 
dependence of Danish women on an individual man — upon the status 
of wife — has been reduced. 
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This is, as Alexandra Wagner shows in her chapter at the end of Part I, an 
important precondition for making the infringements of gender equity 
associated with this process an object of public debate. This is also 
reflected in employment conditions. One unambiguous indicator is the 
earnings of female workers in social services. In most countries, wage dis- 
crimination is particularly high in precisely those groups of activities in 
which women’s employment is most concentrated. When part-timers’ 
hourly wage rates are also taken into account, the UK is the EU member 
state with the widest gender pay gap. The Scandinavian countries, on the 
other hand, head the European gender pay equality table. One explana- 
tion for this is the high level of employment in public services, where the 
gender pay gap is significantly narrower than in the private sector 
(Grimshaw and Rubery 1997, 2001; Winberg 2000). Thus political 
decisions on the expansion of the welfare state can also be a very signifi- 
cant factor in the development of working and employment conditions. 
Gender pay discrimination is the most visible tip of a social policy 
iceberg. It indicates the extent to which social services, provided mainly by 
women, are undervalued. In many European countries, the dichotomy 
between professional requirements and standards and the human and 
material resources made available manifests itself sometimes in very high 
turnover rates (care of the elderly) and sometimes in a retreat into part- 
time work (hospital nursing staff). The cumulative impact of these two 
phenomena further exacerbates the already widespread labour shortage 
in care services, which is threatening to become a highly explosive issue, 
particularly in view of the shift in the age pyramid. The more it is taken 
for granted that highly skilled women operate at the same level as their 
male counterparts in the workplace, the less societies can be sure of 
obtaining an adequate supply of labour to meet the growing demand for 
social services at the prices that have prevailed hitherto. Already, such ser- 
vices are beset by the threat of a collapse into a vicious circle of unsatisfy- 
ing working conditions, persistent labour shortages and poor service 
quality. A fundamental conflict is gradually taking shape, one that will 
have consequences for government budgets, tax and social security 
systems and, inevitably, for the tax burden on companies and households. 
Even further privatisation of social services will not resolve this problem if 
high quality and qualification standards are to be maintained. European 
societies are literally being confronted with the question of how highly 
they value the provision by skilled personnel of high-quality social services. 
It is true that this risk of a crisis in care services has not yet been 
averted, even on the ‘high road’. Taken overall, however, the macro and 
micro analyses give grounds for concluding that the chances of avoiding 
or averting this risk are considerably better on the ‘high road’ than on the 
“low road’. Public awareness of the route to be taken, together with the 
social pressure and the institutional preconditions for going down that 
route, are more strongly developed in the conditions that prevail in the 
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Scandinavian welfare states than in many other European countries. 
There is no way back to the traditional single-earner family that resolved 
the care problem in a private, socially invisible way. The way forward will 
inevitably involve ‘a fair amount of defamilialisation of welfare responsibil- 
ities’ (Esping-Andersen 2000: 357). Thus the socialisation of the work 
traditionally done by women is becoming a platform on which the debate 
about how to avert the threatened care crisis can be conducted. 

How working and employment conditions in social services evolve is 
ultimately a political question. The political issue at stake is the quality of 
products urgently needed by society but which only a small minority of 
purchasers are able to purchase at market prices. Ultimately, the same 
applies to private business and consumer services as well, even if not so 
directly. Those who place their faith in the market as the sole means of 
managing service work have also to accept the risk of market failure. 

This is the upshot of Jean Gadrey’s critique of the myth of the market 
outlined in his concluding chapter (Chapter 14), in which he draws 
together the threads of the previous chapters: 


If the costs of quality are driven out of the door by refusing to pay a 
fair price for them, then they simply come back in through the 
window, either within the organisation itself (in the form of turnover 
costs, absenteeism or a loss of motivation that eventually undermines 
quality) or elsewhere in society (illness, queues, poverty). 


The consequences of this insight are not confined to the regulation of 
working and employment conditions. Drawing on the findings of the 
empirical studies that form the basis of the book, Gadrey emphasises the 
need for ‘joint regulation of markets for services and of labour markets 
with a view to sharing out gains in individual and collective quality’. 

The core of Gadrey’s argument is that the delegation of political 
decisions to the market mechanism is justified by an abstract model of the 
market. In reality, however, this market simply does not exist. If they are 
to function properly, markets always require regulation, and the nature of 
that regulation is shaped by the ways in which market participants, ulti- 
mately society as a whole, envision the purposes the market is intended to 
fulfil. There is no market without regulation. When Gadrey argues that ‘a 
society has the markets it creates for itself’, he is taking aim at the same 
ideological construct that Stiglitz (2003: 13) recently attacked when he 
wrote that ‘one of the reasons that the invisible hand may be invisible is 
that it is simply not there’. 


Conclusions 


The various contributions to this book show two things. The first is that 
very different routes are being taken in Europe towards the expansion of 


24 G. Bosch and S. Lehndorff 


service activities: the service society takes no one single form. The second 
is that each of the various forms of service work, from autonomous know- 
ledge work to repetitive forms of work, can be organised very differently 
depending on the country in question. These national differences, at both 
the macro and micro levels, are primarily the consequences of different 
institutional structures. Thus service work is more heavily influenced by 
social institutions outside the labour market than work in the manufactur- 
ing sector. One important reason for this is the high share of women in 
the service sector, whose labour supply is shaped by household structures 
and the welfare state institutions that interact with them. Furthermore, 
the state also exerts considerable influence, particularly on social services, 
which is the most significant segment of the service sector in employment 
policy terms. It is true that social services suffer from ‘cost disease’ because 
they are highly labour-intensive and relatively difficult to rationalise. 
However, they are fundamental to the formation and maintenance of 
human capital. If the provision of such services were to be left solely to the 
market, many people would be denied access to them. This is why these 
services are, to varying degrees, organised, regulated or subsidised by the 
state. The key role played by the state in this regard points up the respons- 
ibility politicians bear for the quantitative and qualitative evolution of 
service work. 

There are correspondences but also contradictions between the macro- 
and micro-level structures of service work. In some important areas, such 
as the gender pay gap or the social protection of part-time work, the ‘high 
road’ — that is, a route to the service society supported by the welfare state 
— is reflected in the working and employment conditions of many service 
workers. However, even when an institutional framework for the ‘high 
road’ has been created at the macro level, contrary developments may still 
occur in individual areas of service work. Such discontinuities can be 
greater in services than in manufacturing, because many service activities 
are still in the emergent phase. Whether or not such new activities 
become integrated into the dominant national structures depends on the 
strength of those structures and on the ability of the national actors to 
extend them to new areas. However, given the low level of trade union 
density in new and emerging service activities, the reduced power of exist- 
ing institutions to influence pay, qualifications, work organisation and 
working time and, not least, the widespread illusions about the markets’ 
capacity for self-regulation, a strong desire to exert influence and a readi- 
ness to develop institutions further are required. As academic studies, 
including those in this volume, have frequently observed, the path 
dependency that characterises the evolution of national employment 
models is not an automatic process (Rubery and Grimshaw 2003). And 
structural change also always contains within it the potential for system 
change if this further development does not occur. 

The various contributions to this book offer unambiguous answers to 
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some of our initial questions. Thus it has become evident that the trans- 
ition to the service society is not necessarily associated with greater social 
inequality. Rather, there are alternative routes towards the ‘high road’ 
that are not only models for further discussion but also empirically dis- 
cernible. We also feel ourselves confirmed in our view that service work is 
not necessarily associated with the disappearance of standardised working 
and employment conditions. However, the old standards cannot simply 
remain unchanged. A new standard employment relationship is required 
for women as well as for men, one that is more flexible and, as is already 
the case in Scandinavia, makes part-time work and parental leave socially 
protected episodes in normal employment histories rather than atypical 
interruptions to the standard career path (Bosch 2004). 

The answer to our third question about the convergence of service soci- 
eties and service work in Europe is considerably less certain. In what direc- 
tion might such convergence develop? It could conceivably be towards the 
American-influenced Anglo-Saxon market model, or alternatively towards 
the European social model heralded in the EU employment strategy. The 
possibilities for convergence in one or the other direction depend primar- 
ily on the degree of gender equality and the role of the state in the provi- 
sion of social services. 

Examination of the discrepancies in women’s labour market participa- 
tion within the EU makes it very difficult to believe that the different 
national models of the family reflected in the differing female participa- 
tion rates — and particularly the North-South gap — will continue to co- 
exist unchanged. The continuous increase in women’s qualifications, 
which they will seek to exploit in the labour market, together with the 
European employment strategy, which has as one of its main planks an 
increase in the female participation rate, suggest that the development 
paths which have prevailed hitherto will not continue unchanged 
in future. Both reflect the social and economic crisis of the single- 
breadwinner model. This crisis finds expression not only in the declining 
social esteem accorded to housework but also in declining birth rates and 
the growth forgone because of underuse of the considerable stock of 
female human capital, particularly in countries without adequate support 
services for parents (Rubery and Grimshaw 2003). 

However, high female participation rates can obviously be achieved 
in very different ways. With the exception of only a few countries, it is 
true that part-time work has hitherto provided an entry point to the 
labour market for very many women. In the Mediterranean countries, 
therefore, the initial objective would be to improve these opportunities by 
creating more part-time jobs. However, this does not determine the path 
to be pursued subsequently. The example of the Northern European 
countries would suggest that part-time employment may be seen as a 
historical period of transition to a labour market that, in the longer term, 
will be characterised by greater gender equality and in which full-time 
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employment will be combined with parttime employment or career 
breaks for child-raising or further education and/or training. And yet 
other societal models of gender equality or even of socially accepted 
gender inequality are conceivable. In the Netherlands, permanent long- 
hours part-time work for both partners is being discussed, which would 
provide a family wage above the current level of the single-breadwinner 
model (2X 0.75 = 1.5). The UK, on the other hand, pays for its position 
among the leading European countries for female labour market partici- 
pation and service employment with a high level of social inequality, and 
particularly with a high degree of polarisation among women in respect of 
pay and working time. 

In drawing up its employment strategy, the EU has left open a loophole 
that would allow various models to co-exist. The strategy lays down targets 
for female participation rates but not for the underlying volumes of work. 
The differences may turn out to be so great that women could remain on 
the periphery of the labour market despite high employment rates. On 
this ‘low road’, high female participation rates would go hand in hand 
with a high degree of gender segregation. True, pay rates in female- 
dominated service jobs are lower than average even on the ‘high road’, 
but heavily subsidised and better paid social services mean that the gender 
wage gap is narrower than the European average. Segmentation in the 
labour market for service workers is less pronounced than in the market 
service model. Ultimately, the successful realisation of a ‘high road’ strat- 
egy, in which women’s integration into the labour market becomes irre- 
versible, requires the elimination of labour market segregation by gender. 
And indeed, this question is a topic of serious discussion in the political 
and social life of the Scandinavian countries. 

For this reason, it cannot be assumed that there will be a convergence in 
the quality of service activities either. True, the shift of domestic and infor- 
mal work into the formal labour market offers opportunities for profession- 
alisation, which would improve the quality not only of jobs but also of the 
services provided to customers. However, these opportunities for quality 
improvements are currently being exploited only in the Scandinavian 
public service model. This makes it all the more worrying that the Green 
Paper on Services of General Interest, recently published by the Commission of 
the European Communities (2003), affords a blanket welcome to the pri- 
vatisation of such completely different industries as telecommunications, 
postal services, electricity supply and railways on the grounds that it repre- 
sents a major gain in terms of price levels and employment without any 
detectable deterioration in service quality. Even though the general privati- 
sation of social services is not explicitly proposed in the Green Paper, the 
theoretical path from telecommunications to hospitals may be a short one. 
Some of the studies in this book show quite plainly how problematic it is to 
ignore the fact that services such as health care or care of the elderly are in 
fact public goods. The problem lies not in the goal of providing such ser- 
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vices efficiently and economically but rather in a possible surreptitious shift 
in their purpose: it may become a matter for debate whether the opera- 
tional efficiency achieved is intended to ensure the economical provision 
of a high-quality service or whether it may gradually become the service 
provider’s paramount objective. To date, at any rate, the differences of 
opinion in Europe as to the role of the state and its responsibility for the 
provision of services in the public interest have been so serious that conver- 
gence cannot be expected in the near future (Wickham 2002). 

Thus, for the time being, the linkage between increasing female labour 
market participation and services continues to take very diverse forms in 
Europe. In a number of European countries, convergence towards the 
Anglo-Saxon market model could not take place without considerable 
social upheaval. To judge from the employment and working time prefer- 
ences expressed by European citizens (Bielenski et al. 2002), there would 
seem to be a general desire for more egalitarian arrangements. However, 
even convergence towards a ‘social Europe’ that has different social pro- 
files from the USA is difficult to imagine under current circumstances. A 
stronger political will would be required to bring about such convergence. 
In the thinking that currently prevails, the chances of such an alternative 
are considerably underestimated. Given the ‘constraints of the global 
market’, public poverty seems inevitable and greater social inequality a 
simple economic imperative. It may be useful to note that the high unem- 
ployment that prevails in many EU member states in no way precludes the 
contrary strategy of developing services. Joan Robinson (1965: 109) got to 
the heart of the matter some forty years ago when she argued that ‘the 
existence of unemployed resources should be regarded not as a trouble- 
some problem but as a glorious opportunity — an opportunity to do some- 
thing useful’. Unemployed resources are certainly there in abundance, 
and there is definitely a need for useful services. But where are the actors 
who see this as a glorious opportunity? 
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Introduction 


International comparison is playing an increasingly important role in the 
theoretical and economic policy debate on the tertiarisation of modern 
economies. One group of authors (e.g. Klös 1997; Scharpf 1997; Anxo 
and Storrie 2001) claims to have identified a ‘service gap’ between several 
European countries and the USA, and regards the convergence of 
employment structures as both desirable and feasible. The implicit 
assumption here is that there is a sequence of similar stages in the devel- 
opment of the service economy that all countries must go through. On 
the other hand, at least since the publication in 1990 of Ggsta Esping- 
Andersen’s book, The Three Worlds of Welfare Capitalism, there has been a 
debate on the various types of capitalist welfare states, which, due to insti- 
tutional differences and the phenomenon of path dependency, are not 
converging. This debate has recently been extended by the development 
of the notion of ‘varieties of capitalism’ (Hall and Soskice 2001). Taken 
together, these two notions suggest that ‘there is no convergence of 
systems in the commonly accepted sense of the term but rather an exten- 
sion and specialisation of their comparative advantages within the various 
types of capitalism’ (Hoffmann 2003: 130). 

Before addressing the difficult theoretical questions posed by inter- 
national comparisons of the development of service societies, we must first 
accurately describe the actual situation. Any attempt to do so is rendered 
more difficult by the fact that different publications use very different 
indicators to measure tertiarisation. The European Commission (1998) 
compares European Union (EU) member states’ service-sector employ- 
ment rates. In arguing against the notion that Germany is suffering from a 
service gap, the German Institute for Economic Research (Deutsches Insti- 
tut für Wirtschaftsforschung (DIW) in Berlin (Haisken-DeNew et al. 1996; 
Schupp et al. 1997) uses the shares of service activities within all economic 
activities. The DIW showed that the share of service activities in total eco- 
nomic activity is just as high in Germany as in the USA but that the sec- 
toral distribution is different. In Germany, a higher share of service 
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activities is to be found in the manufacturing sector, because fewer 
activities have been contracted out from this sector than in the USA. Only 
by comparing the shares of service activities in the various sectors has it 
been possible to identify the differing production structures in the two 
countries (Bosch 2001). For this reason, the OECD made it clear in its 
Employment Outlook of June 2000 that a distinction should be made 
between the share of service activities by sector and that by service activ- 
ities in the whole economy (OECD 2000). 

Thus in any discussion of economic tertiarisation and in any attempt to 
compare countries, it is essential to specify what is actually being com- 
pared and which indicators are being used. Our aim here is to inject some 
clarity into this increasingly confusing debate. We will begin by explaining 
in greater detail the various indicators used to measure tertiarisation 
(section 2). In doing so, we will add a further indicator to those already in 
use. Since working time varies considerably from country to country, an 
international comparative approach produces new findings if employment 
in services is measured in terms not only of numbers employed but also of 
hours worked. In the following two sections (3 and 4), these indicators are 
used to analyse the degree of tertiarisation from an international compar- 
ative perspective. A distinction is made here between sectoral, activity, and 
level effects, with account being taken in each case not only of numbers 
employed but also of hours worked. In section 5, the structure of services 
in the various countries is compared. Finally, in order to reduce the multi- 
plicity of comparisons based on different indicators to manageable pro- 
portions, the differences are summarised in a typology of countries 
(section 6). Our international comparisons are based on own calculations 
of the data from the 1999 European Labour Force Survey. This chapter 
focuses mainly on measurement problems and on the meaningfulness of 
various indicators. Only the essential characteristics of the differences 
between the countries are described. In our second contribution,! the 
indicators developed here will be used to explain those differences. 


Indicators of employment in services 


Like the OECD and the EU, we make a distinction between sectoral and 
functional breakdowns of employment. However, instead of merely calcu- 
lating employment rates, we include work volumes as well and measure 
the absolute level of employment in services. In so doing, we are develop- 
ing a more comprehensive approach to the measurement of employment 
in services, one that enables us to incorporate the following dimensions 
into our analysis: 


1 Breakdown by sector and by function 
° A sectoral breakdown of employment serves to measure the share of 
employment in services on the basis of the sector in which workers 
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are employed, irrespective of whether they are engaged in produc- 
tion or service activities. Thus, a manual worker in the retail trade 
is treated as a service worker and a white-collar worker in manufac- 
turing industry as an industrial worker. 

° A functional breakdown of employment serves to measure the share 
of service activities in all activities, irrespective of which sector they 
are assigned to. In a breakdown of this kind, a white-collar worker 
in the manufacturing industry is assigned to service activities and a 
manual worker in the service industry to industrial activities. 

2 Breakdown by numbers employed and by volume of work 

° The number of service workers captures those individuals who provide 
services, irrespective of how long their working time is. 

° The number of hours of work devoted to the provision of services serves to 
measure the volume of services and eliminates differences between 
countries attributable to differences in working time and/or 
employment rates. 

3 Breakdown by relative level and by absolute level 

° The relative level of employment in services may be measured by the 
relationship between the number of service workers and/or the 
number of hours of work devoted to the provision of services and 
the total number of economically active individuals and/or the 
total volume of work. 

° The absolute level of employment in services can be measured by the 
relationship to the total number of individuals of working age. In 
this way, differences between countries due to different participa- 
tion rates and/or employment rates and different working times 
can be eliminated. 


Consequently, we use a total of eight indicators to measure employment 
in services (Table 2.1). Clearly, these indicators are describing and com- 
paring very different things. Comparing employment in services on the 
basis of the number of hours worked, on the one hand, and of the 
number of workers, on the other, brings into play the role of working-time 
policy. Data on the functional structure of employment may be used to 
analyse structural change within sectors. Comparing employment in ser- 
vices on the basis of a sectoral breakdown, on the one hand, and of activ- 
ities, on the other, tells us something about the organisation of the 
value-added chain; such a comparison reveals whether services tend to be 
outsourced from manufacturing companies or are produced internally as 
part of firms’ core business. The volume of hours worked per individual of 
working age in individual industries or activities provides information 
about the absolute level of paid service work. However, such data can also 
show that the same absolute level may be attained in very different ways. 
When working times are very long, fewer workers will be employed to 
provide a certain volume of services than when working times are shorter. 
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Table 2.1 Indicators of employment in services 


Analytical 
dimension 


Employment by 
numbers employed 


Employment by 
volume of work 


Employment in 
services as a share 
of total employment 


Relative level 


Employment in 
services relative to 
working-age 
population 


Absolute level 


1 sectoral breakdown: share 
of employees in service 
sector 


2 functional breakdown: 
share of employees in 
service activities 


5 sectoral breakdown: 
employees in service sector 
relative to working-age 
population 


6 functional breakdown: 
employees in service 
activities relative to 
working-age population 


3 sectoral breakdown: share 
of volume of work in service 
sector 


4 functional breakdown: 
share of volume of work in 
service activities 


7 sectoral breakdown: hours 
worked in service sector 
relative to working age- 
population 


8 functional breakdown: 
hours worked in service 
activities relative to working- 
age population 


Source: Own representation. 


However, data on the level of service work (hours of paid work per indi- 
vidual of working age) cannot provide conclusive evidence of the total 
level of service provision within a given society, since a certain proportion 
of services is provided through unpaid work, particularly in households, or 
through informal work that is paid but not captured by official statistics.” 
Thus, neither the share of services in total employment nor employment 
rates are an adequate indicator of service quality or even of a society’s atti- 
tude to services. To develop such an indicator would require an even 
more comprehensive approach. Our second contribution to this volume 
(Chapter 4) will investigate one of these aspects, namely the increasing 
outsourcing of domestic activities. 


Sectoral and functional tertiarisation 


Sectoral differences 


In 1999, the share of service-sector employees in total employment was 
between 52 and 74 per cent and was highest in the Scandinavian coun- 
tries, the Benelux countries, and in the United Kingdom and France, with 
values around and in excess of 70 per cent. The lowest values are found in 
the Southern European countries (Portugal, Greece, Spain and Italy), 
where the shares in 1999 were between 52 and 62 per cent (Table 2.2). 

In all EU member states, the service sector’s share of the total volume 
of work in the economy’ is lower than its share of total employment. This 
is because average working times in the service sector are shorter than in 
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Table 2.2 Sectoral analysis of tertiarisation by numbers of employees and work 
volume (1999) 


Country Employees Share of Share of Difference Difference 


in the service service service column 2 column 2 

sector as a activities/ activities/ minus minus 

share of total occupations occupations column 1 column 3 

employment in total in the total 

(%) employment volume of 

(%) work in the 
economy 
(%) 

1 2 3 4 5 
Belgium 71.8 75.3 73.9 3.5 1.4 
Denmark 69.8 76.2 74.7 6.4 1.5 
Germany (East) 64.3 67.4 66.8 3.1 0.6 
Germany (West) 63.1 69.9 68.1 6.8 1.8 
Finland 65.9 71.2 69.5 5.3 1.7 
France 69.4 70.5 69.1 1.1 1.4 
Greece 59.2 61.3 60.6 2.1 0.7 
Great Britain 72.4 79.3 76.8 6.9 2.5 
Ireland 62.9 _ _ _ _ 
Italy 62.2 66.1 64.4 3.9 1.7 
Netherlands 74.5 82.0 79.9 7.5 2.1 
Austria 64.0 68.5 66.6 4.5 1.9 
Portugal 52.1 56.0 56.2 3.9 —0.2 
Spain 62.0 65.4 64.1 3.4 1.3 
Sweden 72.0 73.5 71.9 1.5 1.6 


Source: European Labour Force Survey, own evaluation. 


the primary and secondary sectors. There are two reasons for this. First, 
more overtime is worked in the primary and secondary sectors, with their 
high shares of male workers. Second, women are concentrated primarily 
in the service sector, and they are more likely to work part-time than are 
workers in manufacturing industry. 

The difference between the service sector’s share in total employment 
and its share of the total volume of work is greatest in the UK. The reason 
for this is the particularly great difference in the UK between working 
times in manufacturing and in services; at 42.8 hours on average, weekly 
working times in the secondary sector are long, while the high share of 
part-timers in the service sector means that weekly working times there are 
36.4 hours on average. It is striking that the difference in the Netherlands, 
which has the highest part-time rate in the world at 30.4 per cent,‘ and the 
shortest average weekly working time in the service sector at 32.2 hours, is 
no greater than it is in the UK. This is due primarily to shorter working 
times in Dutch manufacturing (37.1 hours per week), which does not 
have the British overtime culture. The smallest difference between the 
two points of view is in Portugal, Greece and East Germany, where the 
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differences in working time between manufacturing and services are also 
relatively low. 

Thus our first finding is that the service sector in all countries is more 
employment-intensive than the manufacturing sector; this is due to the 
redistributive effect of shorter working times. However, the extent of this 
redistributive effect is highly variable. It is greater in countries with a high 
part-time rate, since there are more part-time jobs in services than m 
manufacturing. In countries in which working times have been reduced 
across the economy as a whole, the difference is relatively smaller, as it is 
in West Germany, for example, where the average weekly working time im 
manufacturing is 38.3 hours, only slightly greater than that in the service 
sector (36 hours). 


Fumctional differences 


In contrast to the sectoral approach to employment analysis, the func- 
tional approach is based on the assignment of employees to particular 
groups of occupations and activities.” Following Cornetz (1998), these 
groups are divided into agricultural, manufacturing and service activities, 
depending on the main focus of the activity in question. In the functional 
approach, individuals engaged in research and development (R&D) in 
manufacturing companies, for example, or working in the sales depart- 
ments of such companies, are assigned to the service sector. 

The first point to note is that from this functional perspective tertiarisa- 
tion is further advanced everywhere (with the exception of Portugal) than 
it is when viewed from a sectoral perspective (Table 2.3). This is hardly 
surprising, since many of the service activities that take place upstream 
and downstream of the actual manufacturing process emerged within the 
manufacturing sector. Of course there are also industrial activities within 
the service sector, although they account for a smaller share of total activ- 
ity in that sector. In the Netherlands, the country in which the difference 
between sectoral and functional tertiarisation is greatest, 82 per cent of all 
activities fall within the definition of services if the number of employees is 
taken as the deciding criterion, 7.5 percentage points more than if a sec- 
toral approach is adopted. 

The difference between sectoral and functional tertiarisation by share 
of employees (column 4) is greatest in the Netherlands, the UK and West 
Germany; it is smallest in France and Sweden. Examination of the West 
German and Swedish cases shows how important the choice of indicators 
is. A sectoral approach shows that the share of services is 8.9 percentage 
points higher in Sweden than in West Germany, while an analysis based 
on activity reduces the difference by more than 60 per cent to only 3.6 
percentage points. And because of the shorter working times in service 
activities, the shares of services in all activities when analysed by work 
volume (column 3) are lower than when they are analysed by share of 
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Table 2.3 Breakdown of the employment structure (1999) by sector and activity 


Country Employees Share of Share of Difference Difference 


in the service service service column 2 column 2 

sector as a activities/ activities/ minus minus 

share of total occupations occupations column 1 column 3 

employment in total in the total 

(%) employment volume of 

(%) work in the 
economy 
(%) 

1 2 3 4 5 
Belgium 71.8 75.3 73.9 3.5 1.4 
Denmark 69.8 76.2 74.7 6.4 1.5 
Germany (East) 64.3 67.4 66.8 3.1 0.6 
Germany (West) 63.1 69.9 68.1 6.8 1.8 
Finland 65.9 71.2 69.5 5.3 1.7 
France 69.4 70.5 69.1 1.1 1.4 
Greece 59.2 61.3 60.6 2.1 0.7 
Great Britain 72.4 79.3 76.8 6.9 2.5 
Ireland 62.9 _ _ _ _ 
Italy 62.2 66.1 64.4 3.9 1.7 
Netherlands 74.5 82.0 79.9 7.5 2.1 
Austria 64.0 68.5 66.6 4.5 1.9 
Portugal 52.1 56.0 56.2 3.9 —0.2 
Spain 62.0 65.4 64.1 3.4 1.3 
Sweden 72.0 73.5 71.9 1.5 1.6 


Source: European Labour Force Survey; own evaluation. 


employees (column 2), as is also the case with a sectoral analysis. However, 
the difference is not as pronounced as from a sectoral point of view, since 
the functional approach includes many service activities in the secondary 
sector, such as R&D in manufacturing industries, in which working times 
are very long. 

The most important reason why the functional approach produces 
higher shares for services is tertiarisation within the manufacturing sector. 
The differences within the EU are considerable (Table 2.4). In the 
Netherlands, almost half (46.7 per cent) of all employees in the secondary 
sector are engaged in service activities, while the share in Portugal is less 
than a quarter (23.4 per cent). Because of the low part-time rate in manu- 
facturing, analysis in terms of work volume produces more or less the 
same values, and so they are not given here. 

These differences in the shares of service activities in the secondary 
sector may be attributable to very different causes. High shares of service 
activities in the secondary sector may be the consequence of a move to 
high-quality production, in which the actual production process is highly 
rationalised, and other activities, such as design or customer service, are 
becoming increasingly important. Second, they may reflect a low level of 
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Table 2.4 Dependent employees in the secondary sector 


Country Production activities ( % ) Service activities (%) 


Belgium 64.0 35.8 
Denmark 61.9 37.9 
Germany (East) 69.1 30.8 
Germany (West) 62.1 37.9 
Finland 62.7 37.1 
France 67.1 32.5 
Greece 74.3 25.7 
Great Britain 56.7 45.2 
Ireland _ _ 

Italy 70.4 99.6 
Luxembourg 65.8 34.0 
Netherlands 52.3 46.7 
Austria 70.2 29.7 
Portugal 76.4 23.4 
Sweden 67.6 31.9 
Spain 74.3 25.6 


Source: European Labour Force Survey; own evaluation. 


Note 
National figures do not necessarily add up to 100 per cent due to the absence of agricultural 
activities. 


outsourcing of service activities. Third, however, they may also indicate 
that the country in question actually produces very little itself but imports 
and sales are high. Fourth, they may be explained by national differences 
in the structure of the manufacturing industry. Thus the same figures may 
well be concealing completely different phenomena, which can be clari- 
fied only by detailed international comparisons. 


The absolute level of tertiarisation 


Of every 100 individuals of working age, between 52.8 per cent (Spain) 
and 76.9 per cent (Denmark) are in employment. In a number of Euro- 
pean countries (Denmark, Spain, UK, the Netherlands and Portugal), the 
employment rate is over 70 per cent, largely because of higher female par- 
ticipation rates and less extensive use of early retirement. Portugal and 
West Germany have the highest secondary-sector employment rates in the 
EU; however, their service-sector employment rates are only in the lower 
mid-range. Denmark, Sweden and the UK have the highest service-sector 
employment rates, in excess of 50 per cent. It is clear from Table 2.5 that, 
despite considerable differences in the share of the first two sectors, 
overall employment rates are influenced primarily by service-sector 
employment rates. 

If the extent of gainful employment is measured in terms not of 
employment rates but of volume of work per individual of working age, a 
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Table 2.5 Employment rates by sector as percentage of working-age population 


(1999) 
Country Total Agriculture Secondary sector Service sector 
Belgium 59.4 1.4 15.3 42.7 
Denmark 76.9 2.6 20.6 53.5 
Germany (East) 63.0 2.5 20.0 40.5 
Germany (West) 66.0 1.7 22.6 41.6 
Finland 67.9 4.3 18.8 44.6 
France 60.7 2.6 16.0 42.1 
Greece 57.2 10.2 13.2 33.9 
Great Britain 71.6 1-1 18.6 51.8 
Ireland 63.9 5.5 18.1 39.9 
Italy 53.4 2.9 17.3 33.2 
Netherlands 71.4 2.2 15.1 50.4 
Austria 68.8 4.3 20.5 44.0 
Portugal 71.3 9.0 25.2 37.2 
Spain 52.8 3.9 16.1 32.7 
Sweden 71.6 2.1 17.9 51.5 


Source: European Labour Force Survey; own evaluation. 


different picture is obtained (Table 2.6), which is best clarified by compar- 
ing the Netherlands with Greece and then with France. The general 
employment rate in the Netherlands in 1999 was approximately 14.2 per- 
centage points higher than in Greece. Despite this considerably higher 
employment rate, the Netherlands had a smaller volume of work per week 
and per capita than Greece (1.8 hours per week less). Thus the higher 
employment rate in the Netherlands is the result of distributing a smaller 
volume of work among a larger number of people. Or, to look at it from 
another perspective, just as much paid work is done in France as in the 
Netherlands, when measured in terms of the volume of work. However, 
since working times in France are longer than in the Netherlands, relat- 
ively fewer people are employed in France than in the Netherlands. 

Examination of the volume of work done per individual of working age 
by sector also reveals considerable differences between the countries 
(Table 2.7). These can be illustrated by means of a few country compar- 
isons. About 25 per cent more hours of paid work per individual in 
working age are done in the service sector in Sweden, Denmark and the 
UK than in Germany, Portugal or Greece. Moreover, while the West 
German employment rate in the secondary sector is four percentage points 
higher than the British rate, the difference shrinks considerably if the 
volume of work per individual of working age done in the secondary sector 
is taken into account (8.7 hours per week in West Germany compared with 
8.0 hours in the UK). The more or less similar volume of work per indi- 
vidual of working age done in the British secondary sector is achieved by 
relatively fewer workers with considerably longer working hours. 
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Table 2.6 Employment rates, working times, and volume of work per head of 
population in working age (1999) 


Country Employment Average weekly Volume of work 
rate (%) working time in per individual 
economy as a of working age 
whole in hours in hours 
Belgium 59.4 38.3 22.8 
Denmark 76.9 36.6 28.1 
Germany (East) 63.0 39.1 24.6 
Germany (West) 66.0 37.1 24.5 
Finland 67.9 39.1 26.5 
France 60.7 39.1 23.7 
Greece 57.2 44.0 25.2 
Great Britain 71.6 38.3 27.4 
Ireland 63.9 39.7 25.4 
Italy 53.4 39.4 21.0 
Netherlands 71.4 32.8 23.4 
Austria 68.8 39.2 27.0 
Portugal 71.3 40.9 29.2 
Spain 52.8 40.5 21.3 
Sweden 71.6 37.6 26.9 


Source: European Labour Force Survey; own evaluation. 


From the functional perspective, the volume of service work per indi- 
vidual of working age is greater in all EU member states than it is if a sec- 
toral approach is adopted. This is due to the high share of service work in 
the secondary sector. The country rankings differ considerably compared 
with the sectoral perspective. Thus the volume of hours worked in the sec- 
ondary sector in the UK, for example, is greater than average (8.0 hours 
per week). From this perspective, the UK lies in joint fourth place with 
East Germany, but plummets to eleventh position when the functional 
perspective is adopted. 


The structure of services 


In view of their heterogeneity, the shares or levels of service activities may 
conceal completely different structures. Services include high-skill activ- 
ities in R&D as well as low-skill activities, technical occupations and activ- 
ities involving close customer contact. Depending on their function within 
the process of social reproduction, services may be classified as either pro- 
duction-oriented, distributive, consumer-oriented or social in nature. The 
structure of services differs considerably from country to country in 
Europe. To illustrate this, we have divided services into four groups (Table 
2.8). On the basis of this classification, we first examine the distribution of 
the total volume of work in the service sector among the four groups. We 
then examine the volume of work per individual of working age in each 
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Table 2.8 Allocation of individual industries to service groups, classified according 
to the Nomenclature Générale des Activités Economiques dans I’Union 
Européenne (NACE) 


Service groups 


1 Distributive services 
Sale and maintenance of motor vehicles and motorcycles; retail sale of 
automotive fuel (50) 
Wholesale trade and commission trade (51) 
Retail trade (52) 
Land transport; transport via pipelines (60) 
Water transport (61) 
Air transport (62) 
Supporting and auxiliary transport activities; activities of travel agencies (63) 
Post and telecommunications (64) 


2 Public and social services 
Public administration and defence; compulsory social security (75) 
Education (80) 
Human health, veterinary and social work activities (85) 
Sewage and refuse disposal, sanitation and similar activities (90) 
Activities of membership organisations and church and other religious 
organisations (excluding social work and sporting activities) (91) 
Recreational, cultural and sporting activities (92) 
Other service activities (93) 


3 Business-oriented services 
Financial intermediation (65) 
Insurance and pension funding (66) 
Activities auxiliary to financial intermediation (67) 
Real estate activities (70) 
Renting of machinery and equipment without operator (71) 
Computer and related activities (72) 
Research and development (73) 
Other business activities (74) 


4 Consumer-oriented services 
Hotels and restaurants (55) 
Activities of households (95) 


5 Other services 
Extra-territorial organisations and bodies (99) 


Note 

The NACE classification system is based on a European standard for industrial classification. 
It was introduced in 1970 and revised in 1990. At that time, it became the only statistical clas- 
sification of economic activities in force in Europe. 


service group. Finally, we compare the corresponding employment rates 
with each other. 

Table 2.9 shows that the Southern European countries (Portugal, 
Greece, Spain and Italy) and East Germany have the lowest share of busi- 
ness-oriented services, whereas the share of such services is higher than 
average in Luxembourg, the Netherlands and the UK. If we leave aside 
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Table 2.9 Shares of the volume of service-sector work by service category (1999) 
(Service sector = 100) 


Country Business-oriented Consumer-oriented Distributive Social 
services services services services 
Belgium 16.3 3.0 31.0 48.0 
Denmark 16.9 2.7 28.7 51.5 
Germany (East) 13.0 4.9 28.9 52.9 
Germany (West) 17.3 4.6 31.8 46.1 
Spain 15.7 12.9 32.1 39.4 
Finland 16.7 4.9 28.5 49.9 
France 18.6 6.9 29.0 45.4 
Greece 11.8 12.5 33.3 42.3 
Great Britain 21.9 5.1 30.7 42.2 
Ireland 20.6 9.5 31.5 38.3 
Italy 14.8 6.4 28.9 49.8 
Luxembourg 24.5 6.2 26.9 35.3 
Netherlands 22.6 3.4 29.4 44.5 
Austria 15.9 8.2 35.6 40.0 
Portugal 11.7 14.2 29.7 44.2 
Sweden 17.1 3.0 25.8 54.1 


Source: European Labour Force Survey; own evaluation. 


Note 
Basis: dependent employees. The shares do not sum to 100 per cent because ‘other services’ 
have been omitted due to their relative insignificance in quantitative terms. 


the tiny state of Luxembourg, with its idiosyncratic and unreproducible 
structure, the highest value (UK) is 87 per cent higher than the lowest 
(Portugal). Consumer-oriented services are particularly strong in Portu- 
gal, Greece and Spain, while business-oriented and social services are less 
highly developed in these countries. Consumer-oriented services still have 
low shares in Denmark, Sweden, Belgium and the Netherlands. The differ- 
ences between the countries are even greater in consumer-oriented ser- 
vices than in business-oriented services. The highest value (Portugal) is 
more than five times greater than the lowest (Denmark). The shares of 
distributive services are around 30 per cent in virtually all the countries 
and do not differ so much from each other. Clearly, these are basic activ- 
ities, for which a similar share in total service output is required in all soci- 
eties. In all the countries, social services account for the highest share of 
the total volume of services. However, the absolute differences between 
the group of countries with the highest values (Denmark, East Germany, 
Finland and Sweden) and those with the ten percentage points. 

There may be many reasons for these differences. High shares for 
business-oriented services may reflect a highly developed financial indus- 
try (as in Luxembourg and the UK) or a high-quality manufacturing 
sector with many services upstream and downstream of the production 
process (as in West Germany, France, Sweden and Finland). The figures 
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for consumer-oriented services presumably reflect the specialisation of 
Southern European countries in tourism. The high share of social services 
in the Scandinavian countries is undoubtedly linked to their highly 
developed welfare states. 

Comparison of the volume of work per individual of working age in the 
various service categories also reveals considerable differences between 
the countries in the demand for paid work in the individual groups of ser- 
vices (Table 2.10). In Portugal, Spain, Greece and Italy, for example, the 
level of hours worked is low in business-oriented services, high in con- 
sumer-oriented services (except in Italy) and low in social services. The 
Scandinavian countries have the highest level of hours worked in employ- 
ment-intensive social services and a lower level in consumer-oriented ser- 
vices. 

Examination of the employment rates in the individual service cat- 
egories (Table 2.11) shows that social services are the most employment- 
intensive sector in all countries. The role of working-time policy is evident 
from a comparison of the values shown in Tables 2.10 and 2.11. The 
volume of hours worked in social services in the Netherlands, for 
example, is considerably lower than in the UK (a difference of 0.77 hours 
per week, or around 10 per cent), but the employment rate in the Nether- 
lands is higher than in the UK due to the shorter working hours. 


Country profiles 


With such a multiplicity of indicators, it can be easy to lose sight of the 
overall picture. For this reason, we will attempt to make the differences 
and similarities between the countries more transparent by summarising 
them in four different country profiles (Table 2.12). To this end, we drew 
together the results of our descriptive analysis and then revisited the 
various country typologies in the literature. These typologies were 
developed in order to highlight differences in certain subsections of soci- 
etal systems, such as welfare state regimes and household structures (e.g. 
Esping-Andersen 1990) or innovation systems (e.g. Hall and Soskice 
2001). Restricted typologies of this kind prove to be inadequate when it 
comes to explaining the differences in overall employment in services.° 
However, the assignment of countries to our profiles also has its limita- 
tions, since individual states have developed their own characteristic 
service structures. Luxembourg, where the financial industry is very 
strong and ‘other services’ (international bodies) play a very significant 
role, is as atypical as the Netherlands, with its very short working times and 
the enormous employment intensity of its service activities, which are actu- 
ally quite modest in volume. In many respects, East Germany is similar to 
the Southern European countries, but differs from them due to the 
higher share of social services and the lower share of consumer-oriented 
services. 
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Table 2.10 Volume of work in the various service categories per individual of 
working age in hours per week (1999) 


Country Business-oriented Consumer-oriented Distributive Social 
services services Services services 
Belgium 1.98 0.93 3.77 6.69 
Denmark 2.90 0.63 4.91 9.18 
Germany (East) 1.78 0.88 3.96 7.78 
Germany (West) 2.19 0.90 4.01 6.40 
Spain 1.54 1.87 3.16 4.19 
Finland 2.47 0.89 4.21 7.78 
France 2.60 1.31 4.05 6.90 
Greece 1.10 2.19 3.10 4.51 
Great Britain 3.67 1.04 5.13 7.64 
Ireland 2.49 1.55 3.81 5.09 
Italy 1.26 0.99 2.46 4.84 
Luxembourg 3.93 1.32 4.32 6.14 
Netherlands 3.18 0.69 4.14 6.87 
Austria 2.34 1.65 5.22 6.31 
Portugal 1.35 2.46 3.42 5.47 
Sweden 2.85 0.73 4.32 9.48 


Source: European Labour Force Survey; own evaluation. 


Note 
Basis: economically active individuals. 


Table 2.11 Employment rates in the various service categories (1999) 


Country Business- Consumer- Distributive Social Share of social 
oriented oriented services services services in total 
services services employment rate 

Belgium 5.3 1.2 10.1 18.0 30.0 

Denmark 8.0 1.6 14.0 25.6 33.5 

Germany (East) 4.8 1.8 10.6 19.4 30.8 

Germany (West) 6.3 1.9 11.5 17.0 25.8 

Spain 4.0 3.7 7.8 10.5 19.9 

Finland 6.7 2.1 11.2 20.0 29.5 

France 6.7 2.9 10.5 17.9 29.5 

Greece 2.7 2.7 7.2 10.9 19.1 

Great Britain 9.4 2.9 14.1 20.1 28.1 

Ireland 6.6 3.7 10.5 13.7 21.4 

Italy 3.4 1.5 6.3 12.6 23.6 

Luxembourg 10.1 2.8 11.1 15.9 25.7 

Netherlands 9.3 2.2 13.3 20.6 28.9 

Austria 6.4 8.3 14.1 15.6 22.7 

Portugal 3.5 4.2 82 13.5 18.9 

Sweden TT 1.6 11.9 25.4 35.5 


Source: European Labour Force Survey; own evaluation. 


50 G. Bosch and A. Wagner 


Table 2.12 Profiles of EU service economies 


Indicator Southern Scandinavian Continental English- 
European countries: European speaking 
countries: Denmark countries: countries: 
Greece Finland Belgium Great Britain 
Italy Sweden Germany Ireland 
Portugal France 
Spain Austria* 

Total volume of work in low high moderate high 

economy 

Employment rate overall low high moderate high 

and in particular in social 

services 

Share of service activities low high high high 

in secondary sector 

Volume of work in business- low high moderate high 

oriented services 

Volume of work in consumer- high slight moderate moderate 

oriented services 

Working times in the service long short moderate short 

sector 

Employment intensity of low moderate moderate high 


employment in services 
compared to the secondary 
sector (influence of 
difference in working time) 


Source: Own representation. 


Note 
* Luxembourg, with its strong financial industry, and the Netherlands, with its short working 
times, fall outside the scope of these profiles. 


The four groups of countries may be broadly characterised as follows: 


1 The Southern European countries have predominantly traditional indus- 
trial structures, with high shares of production-related activities and 
low shares of services and low demand for business-oriented services. 
One peculiarity here is the high share of consumer-oriented services, 
probably a consequence of the important role played by tourism. 
Traditional household structures combined with low female participa- 
tion rates and an undeveloped welfare state are the reasons why many 
services are still produced by households. 

2 The Scandinavian countries have technologically innovative manufac- 
turing sectors with high shares of service activities and high demand 
for business-oriented services. Modern household structures (high 
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female participation rates) and a highly developed welfare state 
require — and make possible — the provision by the state of a compre- 
hensive array of social services. 

3 In the Continental European countries (with the exceptions of the 
Netherlands and Luxembourg), industrial structures are also modern. 
As a result, there is a high level of service activities within the manu- 
facturing sector in these countries as well as a high level of business- 
oriented services. However, since household structures in some of 
these countries are still traditional in nature and the state in many 
cases provides transfer payments for families rather than services, the 
level of social services lags behind that in the Scandinavian countries. 

4 In the English-speaking countries, the reason for the high level of busi- 
ness-oriented services, in addition to industrial structures, is special- 
isation within the international division of labour (ie. a strong 
financial industry). Despite traditional household structures, the level 
of consumer services is still moderate, which may be linked to long 
working hours and the consequent restrictions on opportunities for 
self-provision of services. In this ‘residual welfare state’, the benefits 
(unemployment, pensions and so on) are low but state services such 
as education and health are provided at a high level. 


Conclusions 


We have been able to show that the extent of the tertiarisation of employ- 
ment may be described in very different ways and that international com- 
parisons are based on very different indicators. International comparisons 
have hitherto been conducted almost exclusively on a head-count basis. 
This would be adequate if working times were similar. However, precisely 
because working times in services are extremely variable, the working-time 
effect has to be neutralised. To this end, we have added a volume compo- 
nent to each of the three standard analytical dimensions (sectoral, func- 
tional and level) of the indicators. Our country comparison is based on 
seven of the indicators outlined above rather than on those commonly 
used, which opens up completely new perspectives for comparison. The 
results vary depending on which indicator is being used. The following 
conclusions may be drawn from our descriptive analysis using data from 
the European Labour Force Survey: 


1 In all EU member states except Portugal, tertiarisation is further 
advanced than is shown by the traditional, purely sectoral approach, 
since service activities have now spread to the manufacturing industry. 
By combining the sectoral and functional approaches, the extent of 
tertiarisation within the secondary sector can be assessed. It is evident 
from our analysis that in some countries business services tend to be 
provided by manufacturing firms themselves, while in others they 
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tend to be bought in from the tertiary sector. Our analysis provides 
information on national production structures. 

Comparison of employment rates with the volume of work per indi- 
vidual of working age helped us to identify the strong influence of 
working times on employment levels. A number of countries, in 
particular the Netherlands, have succeeded in distributing what in 
international terms are not very high volumes of work among a large 
number of workers, thereby achieving high employment rates. Since 
average working times in the service sector in all EU member states 
are lower than in manufacturing, structural change towards the 
service economy has been accelerated by these working time factors. 
In all the countries, social services account for the greatest share of all 
services in terms of both employment and volume of work. The differ- 
ences between the countries in social services explain to a large extent 
the differences in employment rates and volumes of work in the 
service sector. 

Four country profiles (the Southern European, Scandinavian, Contin- 
ental Europe and English-speaking profiles) can be identified within 
the EU. In turn, these profiles may be used to identify variations in 
work volumes, employment rates, tertiarisation within the manufactur- 
ing industry, and the distribution of employment in services among 
individual categories of services. 


Notes 


1 


2 


Chapter 4 in this volume: G. Bosch and A. Wagner, ‘Why do countries have such 
different service-sector employment rates?’ 

Two further indicators could be calculated, namely employment rates and the 
volume of work in services per capita of population. This also makes sense, since 
a society’s demand for services also depends on the ratio of economically active 
individuals to inactive younger and older individuals. We have not examined 
this aspect in this study. However, it will become increasingly important as the 
population in Western societies ages. 

The volume of work was calculated on the basis of the number of hours usually 
worked per week. This gives rise to some inaccuracies, since no account is taken 
of differences in the number of days off (due to sickness and holidays). As a 
result, the figures would presumably be slightly different if calculated on an 
annual basis. However, weekly working times seem to us to provide a sufficiently 
sound basis for an initial attempt at calculating work volumes. 

The part-time rate among Dutch women is as high as 55.5 per cent. In the 
OECD as a whole, the part-time rate (for men and women) is 15.8 per cent; in 
Germany, 17.1 per cent; and in the UK, 23 per cent (OECD 2000: 218). 

Eurostat uses the International Standard Classification of Occupations (ISCO). 
Only in more recent publications have attempts been made to fit these various 
typologies together (e.g. Rubery and Grimshaw 2003). 
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3 The incidence of new forms of 
employment in service activities 


Mark Smith 


Introduction 


Structural change in demand for labour in developed economies has 
radically altered available job opportunities for individuals seeking 
employment. It is these changes in the patterns of employment opportun- 
ities that are generating much of the current interest in the impact of 
labour market restructuring and employment policy. The concerns are 
not only with the level of employment generated by the new and expand- 
ing sectors and with whether these new jobs will be sufficient to offset the 
declines in traditional sectors (Anxo and Storrie 2001). Of equal concern 
is whether the new jobs will offer as high a quality of employment as in the 
past (OECD 2001) and will be able to absorb all demographic groups in 
search of work. These additional concerns come about as the process of 
employment restructuring is involving not only a sectoral and skill dimen- 
sion but also changes to the contractual nature of jobs and to the sources 
of mobilised labour supplies. New jobs are being largely generated in ser- 
vices, but these can involve a disproportionate share of non-standard jobs 
and may also involve new sources of labour supply. However, the extent to 
which the service sector creates non-standard jobs can vary across coun- 
tries. The shift towards service activities has often been placed at the fore- 
front of creating new forms of employment (Bruegel and Hegewisch 1994; 
Townsend 1995), but it is important to explore the different use of non- 
standard work within different parts of the service sector as well as differ- 
ences between countries. The growth in services may not always mean 
growth in non-standard work, and, even where it does, differences in non- 
standard work occur across countries. 

This chapter uses data from the European Labour Force Survey to 
explore the impact of the growth of services on the types of jobs created 
and on labour market participants. Following this introduction, section 2 
provides an overview of the different patterns of non-standard work in 
European Union (EU) countries. Section 3 focuses on the role of services 
in net job growth and the trends in non-standard work, paying particular 
attention to the specific areas of the service sector that have accounted for 
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new employment growth. The fourth section makes the distinction 
between non-standard jobs in net employment growth and non-standard 
jobs for entrants to the labour market, and explores the role of the service 
sector in the integration of men and women into work. The final section 
draws some conclusions and highlights country- and gender-specific differ- 
ences in non-standard work in the growth of services. 


Non-standard work and services 


There is an assumption that the growth of services is closely linked with 
the growth of non-standard forms of employment and a general decline in 
employment terms and conditions (see OECD 2001). While this chapter 
has set out to address this issue, it is worth considering what is meant by 
the term ‘non-standard work’. Authors have used a range of terms to 
describe jobs that do not meet the characteristics of the standard full-time 
employment relationship, including flexible, non-standard and atypical 
(De Grip et al. 1997; Felsted and Jewson 1999; Rodgers and Rodgers 
1989). In this chapter, we consider all jobs that are not full-time and 
permanent as non-standard, and, while their ‘newness’ may differ between 
countries, these jobs may be regarded as differing from the standard 
employment relationship: part-time work due to limited hours and 
income; temporary work due to the absence of a long-term employment 
relationship; and self-employment due to the use of market transactions 
which reinforce the lack of security. Any survey data analyses of new forms 
of work are limited by the definitions used in the original survey. As with 
other analyses, the definition of non-standard work used here includes 
part-time work, temporary work, self-employed and family workers for sta- 
tistical ease (see De Grip et al. 1997; Rubery et al. 1999).' It should be 
noted that there is further variation within these groups, for example, 
between stable part-time and marginal part-time (O’Reilly and Fagan 
1998), between different forms of temporary work (Gallie et al. 1998), and 
between high and low income self-employed (Meager 1996). However, 
identification of these variations is constrained by the availability of data 
and the relatively small size of some of these groups. 

To some extent, the association of service sector employment with non- 
standard employment may be related to the characteristics of some service 
activities. Many services cannot usually be stored so that the delivery of ser- 
vices requires the presence of employees. This may make the management 
of staffing arrangements sensitive to shifts in demand (Frenkel 2000) and 
may be associated with the growth of non-standard working-time patterns 
in the service sectors. Some service activities may also require new skills 
from workers in terms of communication, teamwork and social skills; and 
these may be more important for workers handling clients and customers 
than has traditionally been the case in industrial work (Gallie et al. 1998). 
Because of these new demands on employees and cost competition in 
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highly labour-intensive services, employers in the service sector have been 
regarded as leading the way in what Townsend (1995: 15) calls the ‘flexi- 
bilisation’ of employment. 

Differences in the overall service sector employment shares are import- 
ant in explaining the extent of non-standard work as well as the overall 
employment rates. For example, differences between European and US 
employment rates result from a higher share of US women and men 
employed in both lower value sectors such as hotels and restaurants and in 
higher value activities such as business services (CEC 1999: 13; OECD 
2001). Although rates vary, non-standard work is concentrated mainly in 
service parts of the economy, particularly part-time work (Table 3.1). With 
the exception of the two Southern European countries, the distribution of 
part-time work shows quite similar patterns across the selected EU coun- 
tries. In seven of the ten countries in this study, no more than one-tenth 
of part-timers are found in industry, and the share in agriculture is also 
very small. The wholesale and retail sector has relatively high concentra- 
tions of both part-timers and the self-employed across nearly all countries 
except Italy and Portugal. Here there are high concentrations of self- 
employment but lower concentrations of part-timers. In all countries, 
there are also high concentrations of self-employment in agriculture. 
However, there are also signs of self-employment spreading to new parts 
of the economy with high concentrations in real estate and business ser- 
vices in the Scandinavian countries, Germany, the Netherlands and the 
UK. In Italy and Portugal, where part-time work is less developed, the dis- 
tribution of part-time jobs follows a different pattern: in Italy, part-time 
work is more common in industry; and in Portugal, a high proportion — 
over a quarter of part-time jobs — are in private households. 

EU countries tend to have larger public sectors than the US, although 
the size of these also varies considerably between member states. The 
large public sector in Scandinavian countries, particularly Denmark and 
Sweden, means that the proportion of the workforce in health and social 
services is nearly twice that in Germany and the UK and three times 
higher than in Italy and Portugal. In some countries the public sector has 
also been at the forefront of promoting new forms of work. Elsewhere, 
new forms of work have expanded in the public sector but more in 
response to tight public sector spending (Bruegel and Hegewisch 1994). 
The concentration of temporary workers in public administration, educa- 
tion and health indicates the significance of temporary work in the public 
sector in nearly all countries. In the UK and Belgium, one-fifth of all tem- 
porary workers are in the education sector, double the share for all 
persons in employment. In health and social work, however, there tend to 
be higher concentrations of part-timers rather than temporary workers. 
This sector accounts for one-fifth or more of all part-time work in Sweden, 
Denmark, Belgium, the Netherlands and the UK. 

There are only four countries — France, the UK, Italy and Portugal — 
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where at least 1 per cent of the workforce is employed in private house- 
holds. Although the variations in the overall share of services to private 
households may relate to differences in both levels of development and 
levels of wage inequality, there are higher than expected concentrations 
of part-time work in all countries. This is particularly the case in France, 
Portugal and Italy. By contrast, the concentration of part-time work in the 
industrial sectors is low, and temporary work is the most common type of 
non-standard work used. However, the concentration of temporary work 
in industry is still lower than for all in employment, with the exception of 
Portugal. Thus, although we find similar patterns within some parts of the 
service sector, we also see strong country-specific differences in the share 
and distribution of non-standard work. However, our interest in the 
service sector also derives from its strong contribution to employment 
growth, and it is to this that we now turn. 


Service growth and non-standard work 


Services not only account for the majority of jobs in the EU but also for a 
disproportionate share of job growth (CEC 2002; Rubery et al. 1998). Fur- 
thermore, the expansion of employment for women in services has been a 
larger contributor to employment growth than the contribution from 
men. Nevertheless, service employment contributed more to male employ- 
ment growth than other sectors, and in some cases has compensated for 
declines in industrial employment (Rubery et al. 1998). 


Service sector growth and structural change 


In order to analyse the extent to which the growth of services results in a 
greater proportion of the workforce being affected by non-standard work, 
Table 3.2 presents a shift-share analysis of the changing share of non- 
standard employment. The proportion of the workforce in non-standard 
employment has increased at the same time as the expansion of services, 
so that by 1999 at least one-third of the workforce was employed on non- 
standard contracts. In many countries this proportion was close to two- 
fifths, rising to nearly half in the Netherlands. The analysis here covers the 
period 1994 to 1999.2 A shift-share analysis simply decomposes the change 
in the share of employment into two effects: (1) the effect of the changing 
structure of employment, holding constant the share of non-standard jobs 
within each sector; and (2) the effect of the increasing share of non- 
standard work within sectors, holding constant the structure of employ- 
ment. Finally, there is also an interaction term that represents the effect of 
the changing structure and changing share of non-standard workers. These 
share and structure effects have been further subdivided into effects for 
employees in non-standard jobs (part-time and temporary jobs) and for 
non-employees in non-standard jobs (family workers and self-employed). 
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This further subdivision reflects the different trends of these different 
forms of employment. The effects are also disaggregated by gender. 

Of the eleven countries in this study (East Germany and West Germany 
being treated as separate countries), eight countries experienced a posit- 
ive increase in the share of workers in non-standard jobs. The UK, Sweden 
and Denmark experienced negative changes in non-standard worker 
shares. For the UK this was merely a small decline after a period of 
upward growth, but for Denmark the decline was both significant and fol- 
lowed on an earlier period of persistent decline in non-standard work 
shares, associated primarily with a decline in part-time work, albeit from 
very high levels (Boje 1996). We do not have longitudinal data on Sweden, 
but this recent small decline may herald the beginning of a trend decline 
in Sweden too (Gonads and Spant 1996). Of the eight countries with posi- 
tive increases in shares, four recorded changes above five percentage 
points. For West and East Germany, and for Belgium, the strong growth in 
this period built upon upward trends in the earlier part of the decade. 
However, for Portugal, the positive growth towards the end of the decade 
followed a period of steep decline in non-standard working in the earlier 
part of the decade, possibly associated with changes in employment legis- 
lation in relation to both permanent and temporary contracts (Gonzalez 
and Castro 1995). The increases in the remaining four countries were 
more modest, at between one and three percentage points. 

Decomposing the changes into structural and share effects, we find that 
structure has had a relatively limited impact over the period. For all eleven 
countries, structural effects varied between only +0.6 and —1 percentage 
point of the change in the proportion of non-standard jobs. This variable 
impact of structural change between 1994 and 1999 was more significant 
than during the period prior to 1994 (data not shown). Where positive 
structural effects were found, these were related almost exclusively to 
employees. Similarly, negative structural effects were related primarily to 
the experience of non-employees (self employed and family members), 
reflecting, in particular, changing shares of self-employment in agricul- 
ture. If we turn to an analysis by gender, we find that negative structural 
effects were more common for men for both non-standard employees and 
non-employees. Nevertheless, the size and consistency of the negative 
structural effects were considerably greater for non-employees, suggesting 
that men’s traditional areas of self-employment have been in decline. For 
women, there were fewer negative structural effects than for men, but, as 
for men, negative structural effects were more common for non- 
employees. 

Much more significant were the largely positive share effects. Employee 
share effects were particularly significant, with positive effects in excess of 
2 percentage points found in seven out of eleven countries and in excess 
of 4 percentage points in five of the eight. Denmark also recorded signific- 
ant employee share effects in the opposite direction of —2 percentage 
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points. Only in Sweden, the UK and Finland was there relatively little 
change resulting from the change in the share of non-standard employees 
within sectors. The share effects for non-employees were both similar 
across countries and more likely to be negative. Only East Germany 
recorded a positive effect of more than 1 percentage point. If we look at 
share effects for men and women, we find fairly even contributions to the 
positive share effects of employees, although usually, with just two excep- 
tions, the female positive share effect slightly exceeded the male share 
effect. The share effects associated with non-employees were more varied 
both by country and between men and women. It is not, in fact, possible 
to identify a pattern, and more countries recorded negative share effects 
for women than was the case for men. 

This analysis suggests that any predictions of long-term upward growth 
in non-standard jobs associated with structural change towards services 
must be treated with caution. The impact of the changing structure of 
employment towards services and away from agriculture and industry does 
not have a consistent effect, tending to have a negative effect on the pro- 
portion of non-standard workers for men while the opposite is true for 
women. In some countries women are beginning to work more in full- 
time jobs, and, although young people and students may provide altern- 
ative labour supplies, changes in labour market behaviour may lead to a 
decline in non-standard employment, at least in high-use countries. 
However, the analyses also show that, where there is a growth in the use of 
non-standard work, it is increasingly affecting men as well as women as the 
proportion of the workforce employed on part-time or temporary con- 
tracts rises. This is particularly affecting young men faced with limited 
labour market opportunities. 


Service sector growth in detail 


The service sector as a whole is making a larger contribution to employment 
growth than other sectors for both women and men in Europe, but using 
this broad classification of sectors disguises trends at the detailed level. A 
more detailed analysis may find some expanding industrial sectors as well as 
contracting parts of the service sector but also further differentiation in the 
trends in non-standard employment. Table 3.3 identifies the NACE two- 
digit (Rev. 1) sectors that contributed most to employment growth over the 
period 1994 to 1999 and also identifies the role of non-standard work.” 
There are sixty codes at the NACE two-digit (Rev. 1) level, and here we 
present the five sectors contributing most to employment growth. 

Overall there is considerable similarity in the sectors contributing to 
employment growth: in most countries all the sectors that appear in the 
top five are in the service sector; only in Italy and Portugal do industrial 
sectors account for more than one of these. Four sectors appear consis- 
tently at the top of the distribution across these countries — health and 
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Table 3.3 Top five sectors contributing most to net new Jobs (1994 to 1999) 


Total Non- Full- Part-time Part-time Self- 


standard time perm temp employed 
temp 
Belgium 
Health and social (85) 26 32 4 18 6 3 
Business services (74) 24 14 2 3 3 6 
Basic metal 12 5 3 _ _ 1 
manufacture (27) 
Education (80) 9 13 6 2 + 1 
Land transport (60) 8 3 - 2 = = 
Denmark 
Health and social (85) 43 14 1 6 4 4 
Retail (52) 21 2 - 2 _ 2 
Construction (45) 19 7 2 3 =| 3 
Computer and related (72) 10 2 = 1 1 _ 2 
Business services (74) 9 7 1 2 1 4 
Germany (u) 
Health and social (85) 152 132 44 69 6 15 
Business services (74) 129 83 15 39 4 27 
Education (80) 49 48 23 10 10 5 
Recreation (92) 42 29 7 11 1 11 
Computer and related (72) 35 10 2 3 _ 5 
France 
Health and social (85) 22 20 5 14 2 =] 
Business services (74) 17 13 4 5 2 1 
Private households (95) 13 11 1 9 1 _ 
Education (80) 12 8 4 2 1 1 
Recreation (92) 6 4 1 i! 1 1 
Finland 
Health and social (85) 12 6 3 3 =] _ 
Construction (45) 12 3 3 _ _ _ 
Business services (74) 10 3 1 2 =]1 1 
Retail (52) 9 8 2 3 1 2 
Hotels (55) 9 5 1 3 _ _ 
Italy 
Business services (74) 56 40 3 6 3 27 
Public admin (75) 41 20 6 3 10 1 
Health and social (85) 26 12 3 3 2 4 
Machine manufacture (29) 19 6 1 1 - 3 
Textile manufacture (17) 16 5 _ 1 _ 2 
Netherlands 
Business services (74) 19 8 1 4 1 2 
Health and social (85) 16 21 - 22 1 =1 
Construction (45) 13 5 _ 2 1 3 
Computer and related (72) 10 3 _ 1 _ _ 
Education (80) 7 4 =] 7 =l =] 


contimued 
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Table 3.3 continued 


Total Non- Full- Part-time Part-time Self- 


standard time perm temp employed 
temp 
Portugal 
Construction (45) 46 30 16 _ _ 12 
Agriculture (1) 18 18 4 _ _ 17 
Hotels (55) 14 10 8 _ _ _ 
Private households (95) 15 10 _ 3 3 3 
Metal product 9 3 = = = = 
manufacture (28) 
Sweden 
Computer and related (72) 38 - _ _ _ _ 
Business services (74) 28 _ _ _ _ _ 
Education (80) 12 _ 13-11 _ _ 
Radio, television 11 _ _ _ _ _ 
manufacture (32) 
UK 
Business services (74) 19 4 _ 1 _ 2 
Health and social (85) 18 5 _ 3 1 1 
Education (80) 15 9 1 5 2 2 
Computer and related (72) 13 4 1 1 _ 2 
Retail (52) 12 6 _ 10 —1 —3 


Source: European Labour Force Survey (1994 to 1999). 


Note 
‘~ empty cell or ‘( )’ cells should be treated with caution. 


social work (NACE 85), business services (NACE 74), education (NACE 
80), and computer and related activities (NACE 72). Other service sectors 
that made a major contribution to employment growth in these European 
countries were the retail sector (three countries), hotels (two countries), 
and recreation and private households (two countries each). Thus, the 
main contributors to employment growth include both higher value- 
added services — such as services to business including computer and 
related activities together with communal services such as health and edu- 
cation — and lower value-added services such as retail and hotels. 

Health and social work appeared in the top five sectors contributing to 
employment growth in all countries except Sweden and Portugal. In 
Germany, this sector accounted for over 150 per cent of the net increase 
in employment, while in other countries it accounted for between 12 per 
cent and 43 per cent of the increase. These new jobs are disproportion- 
ately associated with the non-standard employment, exceeding 50 per cent 
of the contribution in five countries and more than 100 per cent in two 
(Belgium and the Netherlands). In Belgium, France, Germany and the 
Netherlands, permanent part-time work was particularly important in job 
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growth, while in Italy there were more equal contributions from full- and 
part-time temporary workers as well. 

Business services appeared in the top five sectors in nine out of ten 
countries and was among the top ten in the remaining country, Portugal. 
The role of non-standard jobs in business services differs across countries, 
from a majority contribution in Germany, Belgium, Denmark, France and 
Italy to only a minority share in Finland, the UK and the Netherlands. Fur- 
thermore, the composition of these non-standard jobs varies. As one 
might expect, permanent part-time work plays a relatively important role 
in the Netherlands and Germany, while in France it is temporary work, 
particularly full-time work, which accounts for much of the growth. Inter- 
estingly, in Germany and Italy, and to a lesser extent in Denmark and 
Belgium, self-employment plays a major role in new jobs from business 
services. The only other incidence of self-employment making such a 
major contribution is in agriculture and construction in Portugal. 

Another public service, education, also made a major contribution to 
employment growth, appearing in the top five sectors in six countries and 
accounting for between 7 per cent and 15 per cent of the net increase in 
employment with the exception of Germany (49 per cent). Across these 
countries, temporary positions tend to be important. In Belgium, 
Germany, France and Sweden, temporary jobs tend to be full-time, but in 
the UK and the Netherlands part-time positions are more important. The 
final sector to appear regularly was computer and related activities, which 
made a significant contribution to employment growth in five countries, 
contributing between 10 per cent and 38 per cent to net increases in 
employment. Computer and related activities also appeared in the top ten 
sectors in a further three countries and only failed to appear in the top 
quartile in Portugal. Here non-standard work accounted for only a minor- 
ity of new jobs, and those that were not full-time permanent were most 
likely to be for the selfemployed, particularly in Germany and Denmark. 
Where the retail sector is identified as a major contributor to employment 
growth, quite different patterns are found between the UK where perman- 
ent part-time positions accounted for 10 of the 12 percentage points while 
in Denmark the same positions contributed only 2 of the 21 percentage 
points. In contrast, again, the contribution of the Finnish retail sector 
was mainly through non-standard work but made up of a mix of full- 
time temporary, part-time permanent, part-time temporary, and the self- 
employed. 

Although service sectors dominate the lists of sectors contributing most 
to net job growth, there are a number of industrial groups that appear 
regularly in the top five sectors. Construction (NACE 45) makes an 
important contribution, particularly in Portugal, Finland, the Netherlands 
and Denmark, reflecting the fact that this period constituted the up phase 
of the business cycle. Compared to services, non-standard work was much 
less important in the high-growth manufacturing sectors. Where there 
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were non-standard workers, they tended to be full-time temporary workers 
(except for Italy where self-employment played an important role). In 
construction, full-time temporary workers were also important in Finland 
and Portugal, as were permanent part-timers and the self-employed in the 
Netherlands and Denmark. 

Although similar sectors tend to be contributing to the increases in 
overall employment, there is a diverse role within these sectors for differ- 
ent forms of non-standard work, both within and between countries. In 
some countries or sectors, the rise in non-standard work is linked with 
larger contributions to net employment while in other countries this may 
not be the case. This diversity raises the issue of whether the growth of 
non-standard employment in services is associated primarily with the 
characteristics of the jobs and the services provided or whether it reflects 
the regulation of the labour market or the nature of the labour supply 
employed. We return to this question in the final section after the 
consideration of another important aspect of the composition of service 
jobs: the extent to which they are open to those without work. 


Service jobs and access to work 


To examine the role that new jobs in services play in the operation of the 
labour market it is important to consider transitions into employment. 
Dynamic analyses of the labour market can also shed more light on the 
impact of new forms of work on labour market participants (O’Reilly et al. 
2000). In particular, it is important to consider the role of new jobs in ser- 
vices for labour market participants and the extent to which non-standard 
work in services affects new entrants. 

The European Labour Force Survey collects retrospective information 
on the activity status of respondents one year prior to the survey, and, 
using this data, we can gain some understanding of the flows out of non- 
employment into jobs in the service sector. Unfortunately, from the data 
that are collected now, we are able to provide only a limited classification 
of labour market activity status for the period one year earlier. In particu- 
lar, there is no information on the working time or contractual status of 
those employed a year earlier. In the analyses presented here, we combine 
the unemployed and inactive into a single non-employed category. This 
regrouping recognises that many of those individuals entering work, espe- 
cially non-standard work, come from inactivity (O’Reilly and Bothfeld 
1996; Rubery et al. 1999). These measures of labour market transitions will 
be, to some extent, an underestimation of the true level of dynamism in 
the labour market, since only information on activity status at the two 
points is available. For example, an individual may have been without 
work at the two points in time but may have experienced a number of 
short spells of employment over the year. Furthermore, someone who was 
in employment in the reference week and one year earlier may have 
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experienced one or more spells of non-employment during the year, 
which will not appear in the data. In addition, this type of data is unable 
to identify job-to-job transitions. Nevertheless, these data are still a rich 
source of information on the flows between activity statuses, and here they 
provide useful information on the flows into non-standard jobs in the 
service sector. We concentrate our analysis on women and men aged 
twenty-five to fifty-nine years: this age range is chosen to avoid the effect of 
young people, particularly students, in some countries, actively seeking 
and entering short-term jobs and thus exaggerating the integrating role of 
non-standard work. 

Table 3.4 shows the NACE two-digit sectors that contribute most to new 
labour market entrants for each country.‘ The sectors are ranked by the 
two-digit sector that accounted for the largest share of individuals who 
were out of work a year earlier. Here once again, we have presented the 
top five sectors for each country. The results show a considerable degree 
of similarity for the sectors across countries. Four sectors — health and 
social work (NACE 85), education (NACE 80), retail (NACE 52) and 
other business services (NACE 74) — appear in the top five sectors in seven 
of the eight countries for which we have data. In Italy, only two of these 
four sectors appear in the top five, but the other two appear in the top ten 
(data not shown). Construction, public administration and agriculture 
also appear in the top five in Italy, and two of these sectors also appear 
regularly in the top employment access sectors in other countries, namely 
construction (four countries) and public administration (three coun- 
tries). Other service sectors that make a major contribution to access to 
work across countries include hotels (UK), wholesale (the Netherlands) 
and agriculture (Italy). In contrast to the results for the contribution to 
net employment growth (Table 3.3), non-service sectors appear even less 
frequently here. The exceptions are construction (NACE 45), which 
appears in six countries, and agriculture in one country, which may indi- 
cate the casual nature of some work in these areas that is open to the non- 
employed. 

In addition to showing the contribution that each sector makes to new 
labour market entrants, Table 3.4 also shows the proportion of the contri- 
bution made up of women and men and the type of jobs they hold. In 
many cases, women dominate labour market new entrants in these sectors. 
For example, women dominated new entrants to health and social work, 
an important source of new entrant jobs; in France this sector accounted 
for 12 per cent of new entrants and three-quarters of these were women. 
Furthermore, a high share of these women were also in non-standard jobs. 
Women in permanent part-time jobs in health and social work con- 
tributed 6 per cent, 6 per cent and 9 per cent of all new entrants in 
Denmark, the UK and the Netherlands respectively. Women in part-time 
temporary positions in this sector also made strong contributions to all 
new entrants, particularly in Finland, Belgium, the Netherlands and 
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France. The small contribution made by men in this sector was also mainly 
from non-standard jobs, and these tended to be divided evenly between 
full-time temporary workers and part-timers (with temporary and perman- 
ent aggregated). In business services, there is a more even gender balance 
in many countries and the share entering on non-standard contracts is not 
as high. For men, there tend to be some full-time permanent positions 
combined with a mix of self-employed, full-time temporary positions and 
part-timers, but these vary by country. For women, there tends to be a 
higher share entering work on non-standard contracts, particularly part- 
time (either permanent, as in the UK, the Netherlands and Germany, or 
temporary, as in Belgium). Retail appears in the top five sectors in all 
countries for which we have data, with women accounting for most of the 
new entrants except in Italy, but, again, the non-standard contribution 
varies. In Italy, the higher male share comes from self-employment, 
although there is a strong contribution from the female self-employed. 
Elsewhere the strong female contribution comes from permanent part- 
time work with the exception of Denmark, where full-time permanent 
positions are the main contributor. In construction, men dominate those 
entering the sector, and, although many of these are in full-time perman- 
ent positions, self-employed and full-time temporary workers account for 
around half of new entrants. 

The sectors that contributed most to new labour market entrants in 
1998 to 1999 are similar to those that contributed most to net employ- 
ment growth over the period 1994 to 1999. However, we find that there is 
an even stronger role for services, with construction the only non-service 
sector consistently in the top five sectors contributing most new entrants. 
However, higher value-added sectors such as computing are less important 
in providing new entrants with work compared to lower value-added work 
such as retail. New entrants in these sectors have a high probability of 
entering via non-standard work, but this probability is mediated both by 
national specificity and by the pattern of gender segregation of employ- 
ment opportunities. In the female-dominated sectors, there is greater use 
of part-time work compared to the mixed sectors where use of full-time 
temporary positions and self-employment is also common. However, this 
gender make-up and organisation of sectors also varies at the national 
level. These results do, however, suggest that entry routes into service 
sector employment remain highly gendered, even for those who are by 
definition disadvantaged on the labour market - that is, they are without 
employment. 


Conclusions 


Services dominate new job growth for women and men, but the link with 
the share of all jobs that do not meet the ‘standard’ full-time permanent 
criteria that was typical of industrial employment is not simple. First, the 
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overall level of non-standard work and the use of particular non-standard 
jobs follow country-specific patterns even within the same part of the 
service sector. Second, although there is a high level of consistency 
between countries in the sectors contributing most to net job growth, the 
non-standard composition of these sectors is less consistent. Third, non- 
standard workers are often closely associated with services, but the evid- 
ence suggests that where the overall shares of non-standard workers are 
increasing it tends to be through increased use of these forms within 
sectors rather than structural shifts in employment. This diffusion of non- 
standard jobs within sectors might be expected to reflect universal trends 
in the employer demands, but again the analyses presented here highlight 
the importance of country and sector specificity. 

Although new entrants tend to have a higher probability of entering 
employment via non-standard work and there is similarity between coun- 
tries in the sectors providing jobs for new entrants, the importance of 
national and gender influences should not be ignored. Furthermore, 
while there are parallels between the sectors that are contributing most to 
net job growth and those providing jobs to new entrants, the latter are 
more likely to be in lower value-added sectors than in higher value. Jobs in 
the information technology (IT) sector make a strong contribution to net 
job growth, but the sector does not appear among those that provide 
access for the non-employed. However, we have no information on 
whether exit from non-employment via these jobs leads to more secure 
positions in the labour market in the future or rather results in further 
spells of either non-employment or insecure work. Greater openness to 
the non-employed may also be associated with high job turnover, resulting 
from high exit rates from employment to non-employment. Nevertheless, 
the strong gender- and country-specific patterns of integration high- 
lighted here have implications both for employment growth targets and 
patterns of labour market segmentation. The use of non-standard job 
forms, particularly part-time work, remains strongly gender-related, sug- 
gesting that the employment form may be influenced by the pattern of 
gender segregation as well as demands of the service. Although both 
women and men are entering non-standard jobs and the service sector is 
providing jobs for both genders, the gender segregation of employment 
means that employment opportunities in services differ for labour market 
groups. Access to the labour market through services depends upon the 
way jobs are created and how these employment forms interact with the 
national segmentation of the labour supply. 


Notes 


1 In this chapter, family workers are included with self-employed as non- 
employees. 
2 For Sweden and Finland the data are available only for 1995 to 1999. 
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3 This approach is less sensitive to the effects of large proportional changes in the 
size of small but fast-growing sectors and is also less likely to be affected by the 
Eurostat reliability guidelines for small cells. 

4 Data for Sweden and Portugal have been excluded due to the small sample 
SIZES. 
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4 Why do countries have such 
different service-sector 
employment rates? 


Gerhard bosch and Alexandra Wagner 


Introduction 


Compared with the USA, many European Union (EU) member states have 
low employment rates and a persistent employment deficit. This has gener- 
ated much discussion of whether, where and how jobs can be created for 
those who are currently involuntarily excluded from paid work. Since 
employment levels in agriculture and the manufacturing industry have been 
declining continuously for years, the main opportunities for job creation 
are seen to lie in the service sector, which for many is now to all intents and 
purposes the only hope of finding employment. However, the reasons for 
the growth in service-sector employment and the ways in which such growth 
might be encouraged are now the subject of much controversy. 

Economic theory suggests that the causes of the growth in service-sector 
employment lie primarily in the productivity and demand bias (Klodt et al. 
1996; Anxo and Storrie 2001: 27). The demand bias means that, as 
incomes rise, the demand for services increases disproportionately 
(increasing income elasticity of demand). The starting point for the 
notion of productivity bias is that there are limits to the productivity gains 
that can be achieved in the service sector and that the opportunities for 
rationalisation are therefore not as great as in the other two sectors. Con- 
sequently, personnel requirements are greater, which in turn explains why 
the service sector's share in total employment is increasing. The conjunc- 
tion of these two effects in an expanding economy gives rise to strong 
growth in the service sector. The notions of productivity and demand bias 
are helpful in the description of long-term macroeconomic trends. 
However, they do not explain why the level and structure of service-sector 
employment varies so much in countries with similar levels of economic 
development. This raises the question of why both demand elasticity and 
the productivity bias have very different effects in different countries. In 
order to understand these differences, we will have to dig deeper and look 
to the various countries as well as the various segments of the service 
sector itself for explanations for the differences in demand behaviour and 
the evolution of productivity. 
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An initial opportunity to nuance the demand bias argument may be 
created by examining not only income growth but also the evolution of 
working time. The high-income elasticity of the demand for services is 
explained by the ‘hunger for services’ (Fourastié 1949): once demand for 
the products of the primary and secondary sectors has been satisfied, 
demand for services rises. Some services are luxuries that cannot be 
afforded until basic needs have been met. However, as incomes rise, 
people can also afford to reduce their working hours. A reduction in 
working time has both braking and accelerating effects on the demand for 
services. The braking effects are produced, first, by workers forgoing 
increased income, and hence purchasing power for services, in favour of 
free time, and, second, by the increased scope for engaging in activities 
that can replace the purchase of services. Scharpf (1990), however, 
observed some time ago that the consumption of many services is time- 
intensive and thus requires the consumer to have free time. This being 
the case, shorter working hours can also have a positive effect on the 
demand for certain services. Finally, a reduction in working time in the 
service sector can increase the employment intensity of growth in this 
area. Ultimately, the way in which increasing prosperity affects the 
demand for services can only be ascertained empirically. It is likely that 
different development paths are associated with different working time 
and income preferences, which are also influenced by cultural traditions 
and changing values. It is also likely that these different preferences influ- 
ence not only the level of demand for services but also the structure of 
that demand. In societies with strong income preferences and long 
working times, demand is likely to be much more strongly concentrated 
on services that are less time-intensive and substitute for do-it-yourself 
activities (particularly daily reproduction work) than in societies with 
shorter working hours, in which people have more time to produce their 
own routine services as well as to consume more time-intensive and cul- 
tural and leisure services. 

The productivity bias may also be broken down further, particularly by 
focusing not on the service sector in its entirety but rather on its various 
subsectors. A large part of all services can be rationalised to a great extent. 
Consequently, employment in these services will not grow as a result of 
below-average productivity increases. If it does grow, it will only be due to 
above-average increases in demand. In those services that are more resis- 
tant to rationalisation, the productivity bias may even restrict the growth 
in employment, since the relative price of these services will increase and 
demand remain low due to the high price elasticity. In order to ascertain 
whether this ‘cost disease’ (Baumol 1967) actually exists, price elasticities 
will have to be examined more closely. 

The sociological debate on the service society also provides a number 
of indications as to the development of services. The typology we drew on 
in our first contribution to this volume is a product of sociological analysis 
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of welfare states and it shows that not all services automatically grow as 
prosperity increases, as is assumed in the arguments based on the notions 
of income and productivity bias. Depending on the nature of the distribu- 
tion of wealth, of the family division of labour and of welfare state trans- 
fers, services may be provided within or outside of the household. In the 
traditional single breadwinner model, for example, most women stay at 
home and provide services for themselves and the other household 
members. In dual-earner households, those services have to be purchased 
due to the shortage of time. On the other hand, the welfare state can fund 
services or subsidise households that provide their own. Thus the size of 
the service sector may to some extent depend on the model on which the 
welfare state is based. 

Most theories on the growth of services are based on the standard juxta- 
position of the three sectors of the economy. As a result, both economic 
and sociological theories have tended to ignore the fact that part of the 
growth in services is a direct consequence of changes within the first two 
sectors. The transition from mass production to high-quality production 
has increased the demand in agriculture and the manufacturing industry 
for services that firms can provide themselves internally or buy in from the 
service sector. This is now clearly recognised with respect to manufactur- 
ing industry and its demand for services that directly support the produc- 
tion process. However, the not inconsiderable volume of services provided 
to agriculture — agricultural research or certain areas of biotechnology, to 
cite Just two examples — has received scant attention to date. 

In many cases, the driving force on the supply side has also remained 
underexposed. The utility value of many services is far more difficult to 
estimate than that of manufactured or agricultural products. Potential 
purchasers of a car, for example, can examine the product and come to a 
decision on the basis of perceptible or measurable criteria, such as fuel 
consumption, design, engine power or consumer tests. In this case, it is an 
end-product that is being purchased. In the case of services, on the other 
hand, what is being purchased initially is often only the promise of a 
product. According to one common definition, services cause ‘a change in 
the condition of a person, or a good belonging to some economic unit, 
which is brought about as the result of the activity of some other eco- 
nomic unit, with the prior agreement of the former person or economic 
unit’ (Hill 1977). In the case of a haircut or a massage, the result can still 
be assessed directly, but the effects of education or advice services, for 
example, can often be ascertained only at some point in the future, if at 
all. Why should customers spend considerable sums of money on services 
whose effects they can scarcely evaluate? Since many services are pur- 
chased on trust, as it were, demand depends essentially on the confidence 
the customer has in the provider. The provider’s professionalism, quality 
and reputation are some of the most important confidence-building 
attributes, and can therefore increase demand for the services provided. 
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A final aspect that often receives little attention in the debate on ser- 
vices is individual countries’ specialisation in certain services. Services can 
be imported and exported in open markets. It is by no means only services 
not tied to location that can be exported. The export of services that are 
tied to location takes place through sales to foreign tourists and business 
travellers. This specialisation emerges particularly clearly from a compari- 
son of the service structures of small countries, since such countries are 
unable to develop the entire range of services equally. As in the case of 
manufactured goods, there is an international division of labour in a 
number of services. Thus, for example, not all countries can become inter- 
national financial centres, while tourism will be more strongly concen- 
trated in those countries that are most attractive in terms of climate, 
scenery and infrastructure. Large countries such as the USA can offer all 
these functions, although they are likely to be concentrated in certain 
locations. Because of the differences in size alone, there is little point in 
comparing the service structures of the USA with those of European coun- 
tries. At best, individual states in the USA might be compared with indi- 
vidual EU member states. 

This brief survey of the service debate in various disciplines has brought 
to light a number of possible reasons for the expansion of services. The 
following conclusions may be drawn. 

The expansion of services is not an automatic by-product of economic 
growth but is also dependent on individual and societal decisions on 
values. Such decisions primarily affect the distribution of prosperity, the 
family division of labour, working-time preferences and the design of the 
welfare state. Consequently, it is likely that individual countries will have 
their own national development paths. 

Since the level of service-sector employment also depends on societal 
decisions on values, which may be taken in very different ways, national 
differences in the level and structure of service-sector employment are to 
be expected. To that extent, it makes little sense to conclude from such 
differences — between the employment rate in the service sector in the 
USA and the EU, for example - that there is a ‘service gap’. Such lan- 
guage is simply a temptation to draw hasty political conclusions, since 
‘saps’ have to be filled.’ It is necessary first of all to understand and 
explain differences. It then has to be ascertained whether there are forces 
driving developments in such a way as to produce convergence between 
the developed industrialised countries or whether deliberate decisions 
have been taken to follow different routes. 

The service sector is itself very heterogeneous. The causes shown in 
Figure 4.1 affect individual subsectors in very different ways. It remains to 
be established which of these causes is important to the development of 
individual subsectors and to what extent they exert their influence. 

The rest of this chapter is given over to an investigation of the link 
between the influencing factors summarised in Figure 4.1 and the level of 
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IMPACT ON 
DEMAND FOR 
CAUSES EFFECTS SERVICES 
1. Rising Rising demand for services --- ee >+ 
incomes More do-it-yourself work ------ > 
Shorter More consumption time ------------------+ >+ 
working 
times Growth more employment- -------------- >+ 
intensive 
Less purchasing power ------------------- > 
m. Productivity Does not apply REP ee tg EL SER > —/+ 
bias Applies = High price elasticity a ee > 
Low price elasticity --------------------------- > + 
3. Household = Traditional single breadwinner model ------. > 
structures en 
Egalitarian household structures --- >+ 
4. Welfare a Promotion of services --- nennen > + 
regimes Promotion of household work ---------------------------+-----+---+---+---- > 
High professionalism + quality --------------------------------------------- >+ 
5. Supply side =. 
Low professionalism + quality ------------------------------------+--------- > 
6. Demand for Mass production -----.-- nennen > 
services in : . 
primary and Quality production --------------+--+--+++++++++++++++++ +++ +++ +++ +++ +++ +++ +++ +++ +++ +-+ > + 
secondary 
sectors 
7. Export of —— Specialisation in international division of labour --------------- >+ 
services 


Figure 4.1 Causes of service-sector expansion (source: own representation). 


service-sector employment in EU member states as a whole and in indi- 
vidual subsectors. We start by examining the notions of productivity bias 
and cost disease. Attention then turns to the connection between house- 
hold structures and service-sector employment in the third section, and 
between the welfare state, welfare state regimes and the demand for ser- 
vices in the fourth section. The fifth section deals with the impact on 
service-sector employment of the transition from mass to customer-driven, 
high-quality production. The sixth section focuses on the effects of the 
supply side on the demand for services. In the seventh section we investi- 
gate the contribution of working time to the evolution of employment in 
the service sector. In the eighth section developments in the USA are 
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brought into the picture in order to show that there are two different 
development paths. By way of a conclusion, some observations are offered 
on a viable service-sector strategy for the European Union. 

We use data from Eurostat’s European Labour Force Survey and other 
sources in order to establish, by means of correlation calculations, the 
connection between individual influencing factors, and the volume of 
service-sector work.” The volume of service-sector work is measured by 
weekly hours per person in working age. We referred to this indicator 
instead, using employment rates because it is not influenced by the differ- 
ent duration of working hours in the various countries, which we analyse 
separately.’ Multivariate analyses cannot be carried out due to the small 
number of cases (fifteen EU member states) and the reciprocal intercon- 
nection between the influencing factors. Since the industrial structure 
cannot be disaggregated to the level required for a detailed analysis and 
because it is also impossible to assign industries unambiguously to indi- 
vidual factors,* the connections can be only approximately depicted. In 
some cases, contrary and therefore partially compensatory trends’ are con- 
cealed behind a connection established by a correlation calculation. Fur- 
thermore, the variables used in the correlation calculations may 
themselves contain further influencing factors that cannot be isolated. 
Consequently, the correlation calculations have the mainly heuristic func- 
tion of verifying and extending the theoretical deliberations outlined 
above. 


Services and the cost disease 


Baumol (1967) was the first to advance the notion of cost disease in 
respect of services. He makes a distinction between a sector in which there 
is scope for intensive rationalisation and a sector that is resistant to ratio- 
nalisation. If wages in the latter rise at the same rate as in the former, then 
prices will have to increase considerably due to the lower productivity 
gains. Because of these higher prices, the demand for services in the 
sector resistant to rationalisation will decline. Baumol’s cost-disease prin- 
ciple has been attacked many times. Many authors (e.g. Klós 1997; Scharpf 
1997) see the high wages and low pay differentials in many European 
countries as an important - if not the decisive — restraint on the expansion 
of labour-intensive personal and social services. There is virtually no possi- 
bility, it is argued, of reducing the cost of these services through rationali- 
sation measures. Since the demand for services is also very price-sensitive, 
these services will be squeezed out of the market. In order to increase the 
potential demand, so the argument runs, costs have to be reduced by 
increasing the pay differentials between manufacturing and service-sector 
workers, in other words, by cutting wages in the service sector in relative 
terms.° 

In order to test the soundness of these arguments, we correlated the 
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income distribution in EU member states — measured by the relationship 
of the top 10 per cent of the wage hierarchy to the bottom 10 per cent 
(P90/P10) - with the volume of work in the service sector as a whole and 
in personal and social services, measured in hours per week per person of 
working age. In doing so, we were testing whether or not there is a con- 
nection between a highly unequal income distribution and the volume of 
services. We took as our starting point the distribution of net rather than 
gross income, since individual purchasing power depends on disposable 
income. The net incomes calculated by Eurostat include all state transfer 
payments. 

The link between income inequality and the general weekly volume of 
services per person in working age is negative and significant (Figure 4.2) 
but not especially strong. The same applies to the link between income 
inequality and the volume of production-oriented and distributive ser- 
vices. This means that greater income inequality tends to be accompanied 
by a lower volume of services in the areas in question, although the link is 
not very strong. 

On the other hand, the correlation between income inequality and the 
volume of work in social and personal services is strongly negative and 
highly significant (Figure 4.3). The more unequal the income distribu- 
tion, the lower the volume of work in such services, while the more egalit- 


Correlation: —0.52 
p = 0.034 (significant at the 0.05 level) 
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Figure 4.2 Income distribution (1994) and the weekly volume of services per head 
of population of working age (1999) (source: European Labour Force 
Sample Survey (1999); European Household Panel (Eurostat 1998: 176) 
and own evaluation). 
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Correlation: —0.78 
p = 0.001 (highly significant) 
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Figure 4.3 Income distribution (1994) and the weekly volume of social and per- 
sonal services per head of population of working age (1999) (source: 
European Labour Force Sample Survey (1999); own evaluation; Euro- 
pean Community Household Panel 2 (Eurostat 1998: 176)). 


arian the income structures, the greater the demand for social and per- 
sonal services and the corresponding volume of work. 

For individual subsectors, however, positive correlations may be found 
between income inequality and the volume of work (Table 4.1). The cor- 
relation between income inequality and the volume of work in consumer- 
oriented services (NACE 95 and 55 - hotels, restaurants, private 
households) is strongly positive ( +0.86) and highly significant. However, 
we suspect that in the case of hotels and restaurants (NACE 55) the wage 
spread is not the decisive influencing factor. In the European division of 
labour, the Southern European countries, with their high income inequal- 
ities, have specialised in tourism. The situation is different in the case of 
services to private households. It seems a likely supposition that in coun- 
tries with greater pay differentials, there will tend to be a demand from 
wealthier households for such services, while at the same time the labour 
supply for such low-paid work will be greater than in countries with more 
equal income distributions. 

These findings are consistent with Organisation for Economic Co- 
operation and Development (OECD) calculations, although they differ 
somewhat in the details. The OECD was unable to find any link between 
wage differentiation and the general employment or unemployment rate 
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Table 4.1 Correlations between income inequality (1994) and weekly volume of 
work in services per head of population of working age (1999) 


Volume of work in hours per week Correlation with income distribution P90/P 10 
per person of working age 
Strength of correlation Significance 

Service sector as a whole —0.520 * 

Social and personal services —0.776 wer 

Services to private households 0.645 ar 
Consumption-oriented services 0.864 ze 
Distributive services —0.512 b: 
Production-oriented services —0.573 * 


Source: Eurostat (1998); own calculations. 


Notes 

* significant at the 0.05 level. 
** significant at the 0.01 level. 
*** significant at the 0.001 level. 


(OECD 1996). It is important at this point to give some indication of 
orders of magnitude. In those countries in which social and personal ser- 
vices are highly developed (Denmark, Finland, Sweden and the UK), the 
volume of work in this area is seven to thirteen times higher than in con- 
sumer-oriented services and more than 100 times higher than in services 
to private households. Greater income inequality would presumably be 
positively reflected only in services to private households, but such services 
have only a small share in the total volume of services. On the other hand, 
the particular conditions in those Southern European countries where the 
tourist industry is highly developed (Portugal, Greece, Italy and Spain) 
cannot of course be transferred to other EU member states. 


Household structures and services 


The overall level of services provided in a society may be calculated by 
summing paid (commercially provided) and unpaid (produced by house- 
hold work) services. Many services are produced in households or in infor- 
mal networks without any money changing hands. They play a very 
important role in social reproduction and welfare. In a report for the 
United Nations, Goldschmidt-Clermont and Pagnossin-Aligisakis (1995) 
evaluated time budget studies from various countries and attempted to 
establish the share of paid and unpaid work. They make a distinction 
between (1) personal (non-economic) activities such as personal care, 
education/training, social activities, hobbies and so on, (2) paid work, 
and (3) unpaid economic work such as the production and preparation of 
food, childcare, care of the sick or elderly, building and repair work, and 
community work. Unlike a personal activity, an economic activity can be 
delegated to a third party. Meal preparation, for example, can be dele- 
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gated, whereas listening to music cannot. At the beginning of the 1990s in 
West Germany, for example, around 60 per cent of men’s economic activ- 
ities consisted of paid work and 40 per cent of unpaid activities. For 
women, the situation was reversed; because of their low employment rate 
and shorter working times, the shares were 30 and 70 per cent respec- 
tively. On the other hand, in Denmark where the female employment rate 
is higher, women spent more time on paid than on unpaid economic 
activities. 

We assume that the growth of paid services is also connected with the 
outsourcing of economic activities from households. The most important 
reason for such outsourcing is probably the rising employment rate 
among women. As women are becoming better qualified and changing 
their aspirations, they are entering the labour market in ever greater 
numbers. However, men are not reducing their paid working time to the 
same extent. As a result, the time available to households for do-it-yourself 
work is diminishing. Households are then obliged to acquire services in 
the market or forgo them altogether. The declining birth rates in many 
European countries indicate that not all services are being outsourced 
from households but are being dispensed with altogether, presumably due 
to a lack of available or affordable services. Similarly, standards of cleanli- 
ness or the quality of meals can be reduced, or time-consuming household 
services can be replaced by industrial products, such as non-iron clothes, 
washing machines and dishwashers, ready-made meals, paper flowers or 
low-maintenance artificial lawns. Since the relative prices of such indus- 
trial products have fallen, as Ott demonstrated impressively by taking the 
example of ready-made meals (Ott 1997), services are to some extent 
being substituted (Gershuny 1983). 

In order to investigate the connection between the female employment 
rate and the level of paid employment in social services, we correlated the 
volume of work done by women with the volume of work in social services, 
per person of working age in each case. We also monitored the effect of 
the expansion of the welfare state, since the demand for social services is 
shaped by the arrangements put in place by the welfare state. The correla- 
tion between the level of female employment (measured in weekly 
working hours per woman in working age) and the weekly volume of 
social services is 0.65, which nevertheless explains 43 per cent of the vari- 
ation (Figure 4.4). This means that as women enter the labour market, 
social services can be developed on a commercial basis. On the other 
hand, there is, as expected, no significant correlation between women’s 
economic activity and other services. 

The same result is obtained if account is taken not solely of the volume 
of work done by women but of that done by both partners in two-adult 
households. The average weekly working time of both partners in two- 
adult households is also positively correlated with the volume of personal 
and social services (Figure 4.5). The reason why the correlations between 
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Correlation: 0.65, with control for social expenditure 
p = 0.012 (significant at the 0.05 level) 
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Figure 4.4 Volume of work done by women per head of population of working age 
in hours per week and weekly volume of services per head of population 
of working age in social/socially oriented services (source: European 
Labour Force Sample Survey (1999)). 


women’s volume of work and the volume of paid work in two-adult house- 
holds on the one hand, and the volume of work of personal and social ser- 
vices on the other is not even stronger is to be found in other influencing 
factors. Im many countries, couples with high work volumes have fewer 
children than couples in which the woman either does no paid work or is 
employed only part-time. Furthermore, the demand for personal and 
social services is also influenced by other factors, such as — in particular — 
income level and the desire for services of reliable quality. Thus not only is 
the outsourcing of care for the elderly from households necessary due to 
households’ increasingly tight time budgets but it also requires the avail- 
ability of services of a quality acceptable to customers (cf. Chapter 6 by 
Anxo and Fagan, this volume). 


The welfare state, welfare state regimes and services 


With the emergence of a society in which human knowledge is playing an 
increasing role, services necessary to the formation, maintenance, repro- 
duction and protection of human capital are becoming more and more 
important. These services cannot generally be adequately provided 
through the market. Most social services are labour-intensive and can be 
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Correlation: 0.59 
p = 0.012 (significant at the 0.05 level) 
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Figure 4.5 Average weekly working times of both partners and weekly volumes of 
work in socially oriented/social services per head of population of 
working age (source: European Labour Force Sample Survey (1999); 
own evaluation; household data from the Work Options of the Future con- 
ducted by the European Foundation for the Improvement of Living and 
Working Conditions in Dublin (Bielinski et al. 2002) ). 


rationalised only to a limited extent. Many of them require high skill 
levels, which further increases their price. For many such services, such as 
those required in the event of a risk occurring (e.g. illness, unemploy- 
ment, accident), demand is sporadic but intense when it actually materi- 
alises. Because of their high cost, many potential consumers could not 
afford such services if they had to pay the full price themselves. The high 
cost of individual risk insurance also acts as a deterrent. And for certain 
risks, such as unemployment, the private market does not in any case offer 
any appropriate insurance. To that extent, the notion of cost disease cer- 
tainly applies to such services. If they were provided solely through the 
market, many of those in need of them could not avail themselves of 
them. This inability to make use of education, health and care services 
would have considerable negative consequences on the quality of human 
capital as well as on national prosperity and social cohesion. In a purely 
market-driven education system, demand would depend on individual 
income. The result would be a system segmented by income group, with 
all the social inequalities that would entail. The same would apply to the 
healthcare system, health and safety at work, and care services. In many 
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cases, there would not actually be any demand because households could 
not afford the services. Parental income would be reflected directly in the 
state of children’s teeth or their educational level. Equality of opportunity 
would be fundamentally restricted and the ensuing social inequality could 
give rise in turn to social tensions and political instability. In order to 
improve equality of opportunity, to increase economic efficiency by treat- 
ing human capital more carefully, and to avoid social conflict, various 
instruments have been developed with a view to overcoming cost disease 
as it applies to these cost-sensitive services. They range from services 
funded out of taxation so that they are free at the point of delivery (e.g. 
education), via insurance schemes (e.g. health, retirement, unemploy- 
ment and nursing insurance) and levies on employers (e.g. occupational 
health and safety) to means-tested grants, contributions or vouchers. 
These funding mechanisms help not only to create demand in the first 
place but also to ensure that services of suitable quality are provided to 
satisfy that demand and that it is distributed in a socially equitable way. 
Because of their fundamental importance for the individual and the indi- 
vidual’s immediate and wider social environment, demand for these ser- 
vices, Or provision against risk, is not a matter of choice but obligatory 
(e.g. compulsory education or insurance). 

For the reasons outlined above, it may reasonably be assumed that the 
demand for social services is closely linked to social expenditure. In fact, 
the correlation between the share of social expenditure in GDP and the 
volume of work in social services is very high and highly significant (Figure 
4.6). The coefficient of correlation is 0.87 and explains 76 per cent of the 
variation. There are probably two reasons why the correlation is not even 
higher. First, welfare states are different. In some countries, the tendency 
is to subsidise household work rather than provide paid services. Thus the 
employment intensity of the German welfare state model, for example, 
with its tax ‘splitting’ for married couples and child-raising allowance, 
is lower than that of the Swedish model in which there is a good supply 
of childcare facilities, and staying at home for women is no longer 
encouraged by the tax system. Second, regulations can be put in place to 
ensure that substitutes are provided through the market (e.g. an obliga- 
tion to take out insurance in a private insurance system), which is not 
reflected in government social expenditure. Nevertheless, the results 
clearly show that the welfare state is one of the key mechanisms in over- 
coming cost disease. 


The demand for services in the manufacturing industry 


The sectoral shift in employment and the creation of value-added does 
not mean that services are expanding wholly independently of the produc- 
tion of material goods in agriculture and industry. Despite the decline 
in employment levels, no fewer goods are produced in the primary and 
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Correlation: 0.87 
p = 0.000 (significant at the 0.001 level) 
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Figure 4.6 Expenditure on social protection and the weekly volume of work in 
social services per person in working age (source: European Labour 
Force Sample Survey (1999); own evaluation; Eurostat: European system 
of integrated social security statistics (ESSOSS) (1997)). 


secondary sectors than in the past. Indeed, quite the opposite: if input and 
output in these two sectors is measured in material rather than monetary 
terms, then it is clear that, when it comes to the consumption of natural 
resources, we are most certainly not living in a dematerialised service 
society but in an agrarian and industrial society whose environmental 
‘footprint’ is actually increasing (Hennicke 2002). The enormous increase 
in productivity in the first two sectors, the development of global value- 
added chains and even the improvement in product quality are increas- 
ingly linked to services, whether upstream (e.g. R&D and design) or 
downstream (e.g. sales, advice, after-sales service) of the production 
process or concomitant with it (e.g. accountancy and personnel services, 
advertising, production management). Producers can source these ser- 
vices internally or externally. 

Martinelli (1991) identifies capital concentration, the development of 
multinational groups, the increasing globalisation of markets and 
competition, and the development of ICTs as the forces driving the 
growing demand for services. It is undeniable that the expansion of 
markets requires more services and that large companies operating 
globally have to expend more on coordination. However, the nature of 
the products plays an equally important role. If only uncomplicated, 
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standard products are being marketed, then expenditure on R&D, design, 
consultancy and customer services can be kept within reasonable limits. 
One important force driving demand for production-oriented services is 
the transition from standardised mass products to customer-oriented, 
high-quality products. High-wage countries, such as most EU member 
states, have already concentrated on such service-intensive products and 
will have to do so to an increasing extent in future. 

This link between high-quality production and the internal tertiari- 
sation of manufacturing companies has already been established in 
a number of studies. Lay and Rainfurth (2002), for example, show that, 
in the case of Germany, firms in the capital goods industry that manu- 
facture one-off products deploy 11.2 per cent of their workforce 
on support services for the production process, while those engaged in 
large-batch/mass production allocate only 6 per cent to such services. In 
addition to manufacturing industry’s need for internally produced ser- 
vices, demand is also growing for externally sourced services. In view of 
the increasing integration of the sectors, it is hardly surprising that the 
service sector is growing most in those countries where manufacturing 
industry is strong. This has been established by Eberts and Erickzek 
(2001) in the case of the USA, and by Dathe and Schmid (2001) in the 
case of Germany. 

Our data also show a clear connection between the weekly volume of 
work in production-oriented services and research expenditure per 
person of working age, which is one of the indicators of innovation in 
industry, at whose processes and products the greatest share of R&D 
spending is targeted (Figure 4.7).’ The correlation is even greater if 
special influences are excluded. Thus, despite its only moderate level of 
R&D expenditure, Great Britain has the highest volume of work in pro- 
duction-related services by virtue of its specialisation as an international 
financial centre. If Great Britain is excluded, the correlation between the 
volume of work in production-oriented services and research expenditure 
per person of working age is actually 0.82. 


Quality of the supply 


The effect of many services, particularly consultancy, education and the 
health service, cannot be directly evaluated since it does not manifest itself 
until long after the service has been provided, and even then it can 
scarcely be isolated from other effects. Demand for such services often 
exists only when they are professionally provided and the customer has 
confidence in the employees providing the service, who offer not a stan- 
dardised product but one tailored to individual wishes and requirements. 
The quality of such services is increasingly dependent on the organisa- 
tional and technical support that the service providers receive. One only 
needs to think of the multifarious technical support services provided for 
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Correlation: 0.71 
p = 0.002 (significant at the 0.01 level) 
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Figure 4.7 Research expenditure per capita in purchasing power parities (1997) 
and weekly volume of production-related services per person in working 
age (1999) (source: Eurostat; OECD). 


the medical profession. This organisational and technical embedding is 
also an important instrument for rationalising these services and making 
them affordable. Thus, professionalism, quality and innovation not only 
help to develop demand but are also means of stemming the cost disease 
that afflicts many services (Beyer et al. 2002; Tronti et al. 2001; Weinkopf 
2000). 

We chose employee qualifications as a rough indicator of the profes- 
sionalism and quality of services. Since the qualification systems of the 
various countries differ considerably and many activities are regarded as 
high level in one country and intermediate level in others, we tested only 
the correlation between the proportion of employees with low-level quali- 
fications and the proportion of employees in the service sector. As 
expected, the correlation is strongly negative and highly significant 
(Figure 4.8). The higher the proportion of workers with low qualifica- 
tional levels in the economy as a whole, the lower the proportion of 
economically active individuals engaged in service activities. 


Employment intensity in the service sector 


In all EU member states, average working times are shorter in the service 
sector than in manufacturing. The reasons for this are to be found on 
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Correlation: —0.69 
p = 0.002 (significant at the 0.01 level) 
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Figure 4.8 Proportion of economically active individuals with low qualificational 
levels in the economy as a whole and proportion of economically active 
individuals engaged in service activities (source: Eurostat; own evalua- 
tions). 


both the supply and demand sides. First, the service sector employs above- 
average numbers of women as well as high-school and university students 
who, for various reasons (perceptions of gender roles, child-rearing, studies, 
housework), are available for work only on a limited basis and have a prefer- 
ence for shorter than normal working hours (Voss-Dahm 2002). Second, 
firms — particularly those in labour-intensive service industries with high 
price elasticity of demand - seek to cut their costs by precisely adjusting 
working times to workloads. When demand fluctuates considerably over the 
course of the day or week, such adjustment is easier if the total volume of 
hours required is broken down into small time units (Lehndorff 2002). 

In all EU member states apart from Portugal and Sweden, the dif- 
ference in working time between the manufacturing and service sectors 
has increased in recent years. In 1999, the biggest differences were in 
Great Britain and the Netherlands (6.4 and 4.9 hours per week respec- 
tively). Thus the expansion of service-sector employment is being sus- 
tained by a greater reduction in working time in that sector in most 
countries, particularly as a result of the increase in part-time working and 
the smaller volume of overtime worked in highly feminised service indus- 
tries than in the male-dominated manufacturing sector. The correlation 
between the difference in working time between manufacturing and 
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services and employment rates in the service sector is significant and posi- 
tive. In 1999 it was 0.53. 

The relatively shorter working times in the service sector have con- 
sequently contributed to the sectoral shift in employment shares. The 
employment rate in the service sector would be lower in all EU member 
states if working times there were as long as in manufacturing (Figure 
4.9). This effect is particularly marked in Great Britain and the Nether- 
lands. If working times in the service sector were the same as in manufac- 
turing, employment rates in the service sector would be, respectively, 7.7 
and 6.6 percentage points lower than the current values. 

However, the employment effects of working times cannot be extrapo- 
lated into the future. As women become increasingly integrated into the 
labour market, as the childcare infrastructure is developed (including, in 
some countries, the introduction of all-day school), and as men’s working- 
time patterns change, it is quite possible that the differences in working 
time between men and women and between the various sectors will 
decline or at least not become any greater. Thus in Sweden and Denmark, 
part-time rates have declined in recent years and part-timers’ average 
working times have increased considerably. However, in other countries, 
particularly in those where female employment rates have hitherto been 
low (Spain, Greece and Italy) and traditional household structures remain 
in place (Great Britain, Ireland, Germany and the Netherlands), the 
employment effect generated by working time may make an even greater 
contribution to the expansion of services in future. 
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Figure 4.9 The employment effect of shorter working times in services relative to 
manufacturing (source: Eurostat; own calculations). 
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Different development paths: societies with high and low 
volumes of market services 


Up to this point, our analysis has focused on Europe. This obviously 
restricts the range of conclusions about a universal theory of services that 
may be drawn from the data presented to date. Under different institu- 
tional, social and economic conditions, different cause—effect chains may 
well develop. This becomes clear if the USA, for example, is included in 
the analysis.” 

The USA is characterised by a combination of a high employment rate 
and long and, in the past, rapidly increasing working times. A number of 
European countries (Denmark, Norway and Sweden) have comparable or, 
in some cases, even higher employment rates than the USA. These coun- 
tries have already achieved the EU’s declared objective of bringing 
member states’ employment rates up to the US level (European Commis- 
sion 2004). However, if one examines the volumes of work performed 
with comparable employment rates, enormous differences between the 
countries become apparent. The average working times of employees in 
Europe are considerably shorter than in the USA, and in many cases 
would be regarded there as part-time work. 

No attempt has yet been made to explain these differences in the 
volumes of work done with similar employment rates in societies of compa- 
rable levels of economic development. These differences could be attri- 
buted to causes on both the supply and demand side. On the demand side, 
one could point to the far higher demand per head of population of 
working age in the USA. The savings rate in the USA is far lower than that 
in most European countries. Investment is funded not from domestic 
savings but from capital imports, which are giving rise to increasing indebt- 
edness (OECD 200la: 169ff.). Financial and monetary policy in the USA 
has been more expansionary than in most EU member states. However, we 
do not intend to investigate this aspect in any depth here. The supply side 
is of greater significance for the arguments developed below. The annual 
volumes of work per head of population of working age are around 14 per 
cent higher in the USA than in Sweden, around 30 per cent higher than in 
Germany and the Netherlands, and around 38 per cent higher than in Italy 
(Table 4.2). The explanation for these differences would be simple if they 
were converted into correspondingly higher unemployment rates in those 
countries with lower volumes of work. However, this is generally not the 
case. In the Netherlands, for example, the unemployment rate is actually 
lower than it is in the USA. Thus, we have to explain how there can be 
points at which the supply and demand curves in the labour market inter- 
sect with completely different volumes of paid work. 

The key to the puzzle lies in the notion of the backward-bending labour 
supply curve (Prasch 2000; see also Figure 4.10). In traditional economic 
theory, the labour supply declines as wages fall, since it is no longer 
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Figure 4.10 Adjusted backward-bending labour supply curve (source: own 
representation). 


worthwhile working, and increases again as wages rise. This theory 
assumes the existence of an individual who can decide whether and how 
much he or she should work. As is well known, this is not what happens in 
actuality. In fact, when wages fall below a level that can provide a standard 
of living regarded as appropriate, households increase their labour supply 
and do not reduce it again until it reaches a lower level that makes 
begging or criminal activity more worthwhile. When wages are increasing 
very rapidly, the labour supply initially rises, since workers are keen to take 
advantage of the opportunity to improve their income considerably. 
However, when wages are rising quickly, free time also becomes relatively 
more important. In such circumstances, households can afford to reduce 
their labour supply again in order to have more free time. 

As a result, the supply and demand curves intersect at two different 
points, with very different wages. The Scandinavian and continental Euro- 
pean countries are closer to the upper intersection point, while the USA 
and Great Britain are closer to the lower intersection point. The reason 
for the considerable expansion of the US labour supply and the shift to 
the lower equilibrium point is to be found in the increasing competition 
in the labour market as a result of the high level of labour commodifica- 
tion. Because of the sharp growth in the labour supply in recent decades 
and the increasing competition in the labour market, pay negotiations 
have become tougher. As a result of the decline in trade union influence 
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and a less highly developed system of labour market regulation and social 
protection, workers in the USA are more directly exposed to the market 
than their counterparts in European countries. Consequently, wages have 
fallen. Many workers have increased their labour supply in order to main- 
tain their standard of living, which has driven wages even lower, particu- 
larly for unskilled labour where competition is most intense. Working 
times and employment rates have increased to such an extent that the 
time available for do-it-yourself work in households has fallen drastically. 
Even the poorer members of American society are increasingly using ser- 
vices in the lower price segment (e.g. fast food instead of cooking). As 
wages have fallen, many labour-intensive services have become cheaper, 
with a consequent rise in demand. 

In most EU member states, with their pronounced ‘decommodifica- 
tion’ of labour, tougher competition in the labour market does not 
impact directly upon wages and working time. The labour supply has not 
been increased because of falling wages. On the contrary: working time 
has been reduced, partly on a collective basis and partly individually, 
through voluntary part-time work. Since wages remain high, workers have 
been able to afford to reduce their working hours. Because of the high 
wages, services have remained expensive. At the same time, shorter 
working times have enabled households to retain their capacity for do-it- 
yourself work and to continue to do many of the things that are left to the 
market in the USA. Higher wages have forced service providers to ratio- 
nalise and become more professional (that is, to improve both efficiency 
and quality) in order to make services affordable. In consequence, hourly 
productivity is high and sometimes even higher than in the USA. This 
emphasis on innovation acts as a restraint on cost disease and stimulates 
demand. As a result of the greater productivity increases, work volumes 
have remained constant or even declined slightly. Job losses have been 
avoided by a reduction in working time. 

In order to switch from the European to the US development path, the 
volume of work would have to be increased considerably. This could be 
done only by eliminating many of the institutions that support the decom- 
modification of labour. In view of the conflicts this would unleash and the 
negative side effects on the highly innovative manufacturing sector, which 
is dependent on high-quality services, it is more than debatable whether 
the same result would be achieved as in the USA. The only certainty is that 
the quality of life would deteriorate. In order to achieve the same standard 
of living as today, working time would have to be increased considerably. 
The quality of life that may be achieved with the European combination 
of ‘high hourly productivity and short working times’ is probably more 
favourable than the alternative combination of ‘low hourly productivity 
and long working times’. 

Both the US model, with its high volume of work, and the European 
model, with its lower volume of work, are economically viable. In order to 
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be socially accepted, however, they must match the preferences of the 
working-age population. In 1998, the European Foundation for the 
Improvement of Living and Working Conditions in Dublin commissioned 
a representative survey of employment preferences for the future within 
the EU 15 + Norway. A total of 30,000 workers and economically inactive 
individuals who had expressed a desire to seek work within the next five 
years were questioned about their employment and working-time prefer- 
ences. The results indicate that the general preference in Europe is indeed 
for a considerable increase in the employment rate to about the US level 
but with only a very moderate increase in the volume of work (Table 4.3). 
This combination was the result of employees’ strong preferences for 
shorter working hours. What is desired, above all, is a more egalitarian 
(though not identical) distribution of paid work between men and women. 


Conclusions 


Our empirical investigations have enabled us to identify the forces driving 
the growth in service-sector employment in the EU. They are: (1) rising 
incomes; (2) the move to high-quality production in the manufacturing 


Table 4.3 Actual and preferred employment rates and work volumes per person of 
working age in hours per week EU 15 + Norway (1998) 


Country Actual Preferred Actual volume of Preferred 


employment employment of work per person volume 

rate rate in working age of work* 
Belgium 64 70 23.9 24.0 
Denmark 80 83 29.5 26.9 
Germany 69 79 26.0 26.4 
Finland 69 77 26.9 26.5 
France 63 74 23.6 24.9 
Greece 56 65 21.6 23.8 
Great Britain 70 76 26.4 25.1 
Ireland 70 81 28.1 28.2 
Italy 50 65 18.6 22.2 
Luxembourg 72 75 28.1 26.6 
Netherlands 71 77 24.4 24.1 
Austria 72 78 29.7 28.1 
Portugal 67 75 27.1 27.5 
Sweden 80 86 30.2 29.6 
Spain 48 68 17.7 23.4 
Norway 82 88 30.0 28.6 
EU + Norway 63 74 23.7 25.0 


Source: Bielenski et al. (2002). 


Note 
* The preferred volume of work was calculated by including the working-time preferences of 
those not currently in employment. 
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industry; (3) the integration of women into the labour market; (4) the 
development of the welfare state and other funding mechanisms for over- 
coming the effects of cost disease in socially important services; (5) the 
improvement of the supply of services through greater professionalism 
and innovation; (6) the relatively greater reduction in working time in the 
service sector; and (7) specialisation at country level in services for export. 
No positive correlation could be found, on the other hand, between 
income inequality and service-sector employment. The existing differ- 
ences between countries may be largely explained by the different forms 
these seven influencing factors take. 

A second key finding that emerges from our analysis is that service- 
sector employment does not automatically increase as economies grow. 
Societies with similar levels of economic development may have very dif- 
ferent value systems. Women’s integration into the labour market requires 
the restructuring of all the social institutions geared to the single male 
breadwinner model. These institutions range from the tax system (e.g. 
income splitting for married couples) and social security arrangements 
(e.g. joint insurance for married women) to the education system (all-day 
school, day nurseries) or working-time structures in the workplace. The 
development of service-sector employment is linked much more strongly 
to social innovations than is commonly assumed. Incidentally, this also 
applies to high-quality, customer-oriented production, which requires 
completely different education and science systems and forms of work 
organisation to those needed for standardised mass production. 

Third, and finally, bringing the USA into the comparison enabled us to 
show that very different volumes of services can be concealed behind iden- 
tical employment rates. The economic and social mechanisms that drive 
the high-volume service society of the USA are fundamentally different 
from those in the low-volume service societies in the EU (with the excep- 
tion of Great Britain). Both models are practicable from a purely economic 
point of view. Socially, the US model can survive only with a weak welfare 
state and weak trade unions, since the extensive commodification of labour 
— an essential prerequisite for this model — would otherwise be called into 
question. The European welfare state is associated with a highly developed 
welfare state, strong trade unions and forms of social dialogue that make it 
possible to adapt its institutions to the social innovations outlined above. 

Analysis of the various principles animating the two models makes it 
possible to test more precisely the overall coherence of proposals on 
service-sector policy. Incompatibilities can be quickly identified. For 
example, the development of a low-wage sector is incompatible with the 
increase in voluntary part-time work and the development of do-it-yourself 
work, since households will increase their labour supply if wages fall. Fur- 
thermore, it raises the question of whether the deterioration in service 
quality in the longer term that is inevitably associated with reduced wages 
is compatible with an innovation-oriented manufacturing sector. 
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Finally, it has become clear that a shift from the European to the US 
model is not possible im the short and medium term because of the con- 
siderable differences in economic and social systems, and hence is not a 
proven means of fighting unemployment. Quite apart from that, it cannot 
be ignored that living standards would decline considerably if a third 
more work had to be done for the same pay. 

Conclusions concerning economic and social policy measures likely to 
promote service-sector employment in Europe may also be drawn from 
our study. We consider the following combination of measures to be 
promising. 


1 Because of the high-income elasticity of the demand for services, eco- 
nomic growth is the most important prerequisite for expansion of the 
service sector. 

2 It is necessary to reach agreement on public responsibility for the 
provision or funding of services. A large part of social services 
amounts to investment in the human capital of both employees and 
their dependent family members. This is true, for example, of child- 
care, education, health and nursing care. These services are labour- 
intensive and suffer from the ‘cost disease’ described by Baumol 
(1967). Since universal access to such services is necessary for reasons 
not only of social justice but also of economic efficiency and competi- 
tiveness, it is the duty of the state to take the measures required to 
ensure such access. 

3 In quantitative terms, the greatest employment potential lies in the 
promotion of women’s labour market participation (although of 
course it varies considerably from country to country, depending on 
the initial level of female participation). To this end, various resources 
available to the welfare state that have hitherto been used passively 
must be put to more active use. The various subsidies that support the 
traditional male breadwinner model, such as the ‘splitting’ system of 
taxing married couples’ earnings and derived social security entitle- 
ments, must be gradually replaced by arrangements that promote eco- 
nomic activity. The most important element here is the improvement 
of public childcare provision. 

4 In the international division of labour, many European countries have 
specialised in high-value manufactured products. As high-wage coun- 
tries, they can maintain this role only by being strongly innovation ori- 
ented. Consequently, it is crucial that those services that play a key 
role in supporting high-quality production, including all innovation 
systems (R&D, education and training), should be further developed. 
This focus on innovation will also help to strengthen services that can 
be exported. 

5 The working-time effect should be exploited for employment policy 
purposes. All working-time surveys show that most Europeans now 
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want to work in more egalitarian household structures, which for men 
would often mean shorter working hours and for many women would 
involve longer working hours — or indeed entry or re-entry into the 
labour market (Bielenski et al. 2002). It will be impossible to exploit 
this working-time effect on a permanent basis if the rigid distinction 
between part-time and full-time jobs is maintained, since many 
workers do not want to be pushed into traditional part-time work. 
What is needed is flexible working hours that allow workers them- 
selves to determine the length of their working week and, above all, to 
vary them over the life course. 

Support must be given to attempts to improve service quality through 
professionalisation and technical and organisational innovations. On 
the one hand, innovations can considerably reduce the cost of services 
— one needs only to think of ironing machines, which have cut the 
price of ironing a shirt from €3 to €1.5. Quality marks, quality tests 
and other standards, together with improved vocational training, may 
be used to build consumer confidence in good services and 
strengthen demand. 

Targeted subsidies could be paid to employers hiring low-skilled 
workers. Some groups, such as people with health problems, will 
require permanent subsidies in order to find work in the primary 
labour market, others will require initial funding, and yet others 
labour market policy services such as counselling, training or place- 
ment (Weinkopf 1999, 2000). 


Notes 


1 


Thus Storrie, for example, writes: ‘Despite a long period of increased service 
employment share relative to the United States, full convergence has yet to be 
reached’ (Storrie 2001: 35). The setting of such targets no longer seems to 
require justification. 

Since the additional variables were not always available for all EU member 
states, individual countries are occasionally absent from the following figures. 
The meaning of this indicator compared to other indicators of the expansion of 
services is explained in Chapter 2 (this volume). 

Thus the demand for hotel and catering services (NACE 55) comes from private 
households as well as from companies (business travel) and from abroad 
(tourists). 

For example, high social security expenditure can promote both public services 
(childcare facilities) and do-it-yourself work at the expense of market services 
(by extending and subsidising parental leave, for example). 


6 Various forms of wage reduction have been proposed. The suggestions range 


from subsidies for social security contributions to the deregulation of labour 
markets and cuts in unemployment benefit and other welfare payments. 


7 We also calculated the correlation between the share of employees in high-tech 


industries (European Commission 2000: 59) and the volume of work in produc- 
tion-oriented services. The correlation, at around 0.57, is also positive. The cor- 
relation between the share of employees in high-tech industries and the volume 
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of work in social services is as high as 0.63, which suggests that demand is very 
high among such highly skilled workers for social services such as education and 
health. 

8 In order to develop a universal theory of services in developed countries, the 
developed Asian counties would also have to be included. 
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5 Services and the employment 
prospects for women 


Alexandra Wagner 


Introduction 


Services are playing an increasingly important role in all EU member 
states and account for the largest share of employment growth. At the 
same time, women’s participation and employment rates are also on 
the rise in all European countries, and it is mainly women who are taking 
the increased number of service-sector jobs now being created. Does this 
mean that the expansion of the service sector is creating new employment 
opportunities for women? Is Esping-Andersen correct when he declares 
that there is an indissoluble link between women’s employment and the 
post-industrial society? This at least is what he suggests in arguing that ‘at 
the risk of exaggeration, one might claim that women are becoming the 
axial principle of the post-industrial society, just like males were the indis- 
putable protagonists of high industrialism’ (Esping-Andersen 2002: 109). 

In this chapter, we draw on empirical findings in order to examine this 
argument, and to investigate whether there is a link between service work 
and women’s labour market participation and how any such link might 
operate. In doing so, we will also examine, in the second section, the dif- 
ferences between EU member states, which in some cases are very consid- 
erable. The third section is given over to the question of how the 
empirical findings, and particularly the differences between countries, 
might be explained. The final section looks at the political implications of 
agreeing to the assertion that women are becoming the axial principle of 
post-industrial society. 


Tertiarisation, women’s employment and part-time work — 
what do the data say? 


Women’s employment: rates are growing faster than volumes 


Between 1995 and the year 2000, a net total of 6.2 million new jobs were 
taken up by women in EU member states, while only 4.3 million new jobs 
went to men (European Commission 2001: 16). The female employment 
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rate grew during this period in all EU member states, reaching an average 
of 54 per cent' and thereby reducing the gap between men and female 
employment rates. The impact of this development is mitigated, however, 
by the fact that a large proportion of the increase in women’s employment 
has been part-time. Between 1994 and 1999, some 70 per cent of the new 
jobs taken by women in the EU were part-time positions (European Com- 
mission 2000: 30; Smith, Chapter 3, this volume). Thus female employ- 
ment rates are much lower when working time is taken into account 
(Table 5.1) and when women’s employment rates are expressed in terms 
of full-time equivalents (Table 5.2). The most extreme example is the 
Netherlands, the country with the highest share of part-timers (70 per 
cent), where the employment rate for women falls from 63.7 per cent to 
just 40 per cent when calculated on the basis of full-time equivalents. Thus 
consideration of rising employment rates alone leads to an overestimation 
of the rate and extent to which women have ‘caught up’ with men. 

The differences between countries are, none the less, considerable. 
One important finding is that these differences are much greater for 
women than for men. As shown in Table 5.2, the 32 percentage point 
range in women’s employment rates (i.e. the difference between 39.6 per 
cent in Italy and 71.6 per cent in Denmark) is more than twice as great as 


Table 5.1 Average weekly working hours of male and female employees in EU 
member states 


Hours of male Hours of female Difference (column 1 
employees" employees" minus column 2) 
3 

Belgium 39.1 31.4 7.7 
Denmark 37.8 33.0 4.9 
Germany West 39.6 30.6 8.9 
Germany East 39.9 36.0 4.0 
Germany (total) 39.6 31.7 8.0 
Greece 41.9 38.2 3.7 
Spain 40.7 35.9 4.9 
France 40.3 34.3 6.0 
Ireland 40.6 32.4 8.2 
Italy 39.5 34.1 5.4 
Luxembourg 40.6 33.9 6.7 
Netherlands 36.2 25.5 10.7 
Austria 40.6 34.3 6.3 
Portugal 42.1 38.2 3.9 
Finland 39.4 35.9 3.5 
Sweden 39.7 35.9 3.9 
UK 43.2 31.6 11.6 
Range’ 7.0 12.7 - 


Notes 
a Own calculations based on ELFS. 
b Difference between highest and lowest national value (in hours). 
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the range for men (the 14.9 percentage point difference between 67.5 per 
cent in Italy and 82.4 per cent in the Netherlands). This difference 
between men and women increases still further when expressed in terms 
of full-time equivalents. Calculated in this way, the range for male employ- 
ment rates is relatively small (between 67 per cent in Italy and 76.9 per 
cent in Denmark), while that for women is very wide indeed (between 
36.6 per cent in Spain and 62.2 per cent in Denmark). 

The same is true of working time. While the range for men’s average 
working time is seven hours (between 43.2 hours in the UK and 36.2 
hours in the Netherlands), for women it is 12.7 hours (between 38.2 hours 
in Greece and Portugal and 25.5 hours in the Netherlands). Due to the 
rather low incidence of part-time work among men, their average working 
hours are determined principally by the standard full-time norm, which 
differs little from one country to another.’ Among women, on the other 
hand, the incidence of part-time work and the widely differing volumes of 
hours worked by part-timers give rise to greater differentials. Under these 
circumstances, it is not just the greater degree of fluctuation in female 
employment rates from one country to another but also the considerable 
differences in the volume of hours worked by women that determine 
national differences in the total volume of employment. 

It is clear from Table 5.3, which shows men’s and women’s share in the 
total volume of labour, that the differences between countries are consid- 
erable, although in all EU countries women do less paid work than men. 


Table 5.3 Gender shares in the total volume of labour 


Women Men 
Belgium 37.5 62.5 
Denmark 44.3 55.7 
Germany 39.6 60.4 
Greece 37.2 62.8 
Spain 34.9 65.1 
France 42.4 57.6 
Ireland 39.9 60.1 
Italy 35.9 64.1 
Luxembourg 35.1 64.9 
Netherlands 34.9 65.1 
Austria 40.1 59.9 
Portugal 45.5 56.7 
Finland 47.6 52.4 
Sweden 47.1 52.9 
UK 39.6 60.4 
EU-15 39.4 60.6 


Source: Own calculations based on ELFS. 


Note 
Basis: employees, 1999. 
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In Sweden and Finland, women do close to half the total of paid labour in 
the economy, whereas in the Netherlands, Spain, Luxembourg and Italy 
they are responsible for just over one-third. 

Examination of the link between women’s labour market participation 
and the development of the service sector produces a similarly differenti- 
ated picture. 


Service sector not dominated by women 


The expansion of service-sector employment is taking place not only at 
the same time as the increase in women’s employment but also to a large 
extent in the form of increasing female employment. The majority of jobs 
created in the service sector in recent years have been taken by women, 
who accounted for no less than 61 per cent of the growth in employment 
in services between 1994 and 1999 (European Commission 2000: 37). 
However, this raises two questions. How far have women really ‘caught 
up’? And is the service sector (now) a female-dominated sphere of 
employment? 

To judge solely from the share of economically active women employed 
in the service sector, it would indeed seem reasonable to conclude that 
women account for the greater share of employment in that sector. In all 
European countries, the majority of employees are now working in ser- 
vices. Across the EU as a whole, the average share of all female employees 
working in services is 82.5 per cent, which is significantly higher than the 
share of male employees, which stands at 58.3 per cent (Table 5.4). With 
the exception of women in Greece, Portugal and Italy, which are all coun- 
tries with relatively underdeveloped service sectors, between 80 and 90 per 
cent of economically active women work in service industries (Table 5.4). 
This means that the majority of those women who are economically active 
find employment in the service sector, primarily in social services, which 
in all countries is the part of the service sector that is displaying by far the 
strongest employment growth. 

However, if we look at women’s share in total dependent employment 
in the service sector, the picture changes. Across Europe, the range is 
between only 46 per cent in Greece and 61 per cent in Finland; in most 
countries, women’s share in total service-sector employment is between 50 
and 55 per cent (Table 5.4). Thus only slightly more than half of depend- 
ent employees in the service sector are women. The share is even lower 
when it is calculated in terms not of the number of employees but rather 
of hours worked, that is, the volume of services provided. In most coun- 
tries, women’s share in the volume of work in the service sector is below 
the 50 per cent mark, in some cases significantly so. Only in Finland, 
Denmark and Sweden is somewhat more than half of the total work in ser- 
vices done by women. In none of the other countries, however, can the 
service sector be said to be a female-dominated sphere. 
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Table 5.4 Women and service employment in EU member states: comparison of 
the use of various indicators 


Country Percentage Women’s share Women’s share For comparison: 
share of women in total dependent in total volume percentage share 
employed in employment in of work in of men employed 
service sector service sector service sector in service sector 
in total female (%)’ (%) in total male 
employment* employment* 

Belgium 88.2 52.3 44.8 63.9 

Denmark 85.9 56.5 51.0 62.3 

Germany 82.4 56.9 47.6 56.3 

West Germany - 56.0 45.8 = 

East Germany - 60.6 55.2 _ 

Finland 81.9 61.0 56.0 51.6 

France 84.6 54.9 48.5 61.6 

Greece 65.7 46.3 39.1 53.4 

Great Britain 87.3 55.9 45.5 61.7 

Ireland 82.5 56.1 46.2 50.9 

Italy 76.8 47.3 39.4 58.8 

Luxembourg 92.3 47.5 42.4 76.6 

Netherlands 89.0 50.5 40.6 67.4 

Austria _ 55.8 49.5 _ 

Portugal 67.8 55.1 50.0 49.6 

Sweden 87.5 60.3 58.8 60.0 

Spain 81.3 50.0 43.6 52.7 

EU15 82.5 54.2 48.9 58.3 

Notes 


a 2000, Employment in Europe (2001). 
b 1999, own analysis of the European Labour Force Survey. 


In short, women’s employment is dominated by service work but service 
work is not dominated by women. There is one major exception to this, 
namely social services. 


Women predominate in social services 


A comparison of the distribution of men and women in the various parts 
of the economy shows that women’s employment, unlike male employ- 
ment, is concentrated in just a few areas of economic activity (Table 5.5). 
The gender mix of service employment also varies sharply between the 
service subsectors. The shares in producer and distributive services are 
similar for men and for women, but personal and social services are pro- 
vided mainly by women. 

Virtually all employees in private households are women, and 
women also account for three-quarters of all employees in health, social 
and educational services (Fagan and Burchell 2002: 23; Table 5.5). 
However, women also represent the majority of employees in other 


`əum-uved + Əurn-I[nJ = fe 

*(qaom saad smou gg tapun) əum-4ed = Id 

OUTING = J 

`9%q'0 ULY} ssə[ səleorpur ,—, “UONLIaI8as pəleururop-ə[eu: JO 2919P ay) Aq payura aie $10199g I 
SION 


‘0003 Jo osang suonpuoy Suno uesdo.myg əy} uo pase ‘(FZ :3003) IPyPang pur uesez :99.1N0g 


001 122 SI 96 99 9 0g yuəuKol[duiə [TV 
001 G6 09 GE q ç ó [ELIONLLIII-E.NXI pUL sp|ouəsnou NILANA 
001 GL GE OF GS 9 61 UONEINP> pue Y.IOM enos pue yeH 
001 99 Lg 66 pp 8 9g SINUN IMIS [euosiəd pur penos Hrunwwos I2 
001 g9 66 08 LY 9 IF Suuə1le2 pur s[ə1ou ‘sates 
001 ch GI Lo 9g G IS Arım9Ss enos Arospndwo9 təouəjəp pue uonezsrtururpe 3r[qnq 
001 sh qI LG 89 L IS uonvrpəuuvyi [er9upurq 
001 VE Or FS 99 01 GG Surysy pue Ansoi0j Sununy ‘ainjypNousy 
001 LG L 06 & <q 89 Sunmmsepnue 
001 GG 6 9I GL L 89 SUONEITUNWWOI pue 93e.10Js 34odsuvuI, 
001 9I 6 SI $8 9 84 sonmN 
001 9I = 9I 78 ra 68 UONIENXAY 
001 6 6 9 16 G 98 uonənnsuo9 
nm ad Ys nv aq yf 
IDOL uawoM uam 540998 TOWN 


(%) sayeys 1Əqurəur (A ut 109998 [ernsnpur Aq UONeSaI8as Iapusy CC NWI, 


110 Alexandra Wagner 


community, social and personal service activities as well as in sales, hotels 
and catering. 

This is also reflected in the occupational structure. Table 5.6 shows the 
representation of women in the major occupational groups in EU 
member states. They are particularly underrepresented in craft and 
related jobs and in plant and machinery operating, whereas in all EU 
countries clerical and service work is to a large extent dominated by 
women, with the exception of service work in Spain. In particular, women 
account for the vast majority of workers in social and personal services, 
which in all the countries is the area of the service sector where employ- 
ment is strongest. Their share in the total volume of services ranges from 
54 per cent in Sweden to 35 per cent in Luxembourg. Social services also 
employ by far the highest share of service workers, accounting for between 
54.5 per cent (Sweden) and 37 per cent (Luxembourg) of all service- 
sector employees. Bosch and Wagner (Chapter 4, this volume) have 
demonstrated this link between the volume of female employment and 
the volume of employment in social and personal services by means of 
correlation estimates. 


Women’s employment, service work and part-time work: no conclusive 

link 

The empirically verifiable gender division of part-time work is frequently 
invoked in support of the argument, for which no further proof is 
adduced, that there is a link (and, implicitly, a causal one) between service 
work and part-time work. This argument is reflected, for example, in fore- 
casts of the expected employment effects in these areas, many of which 
assume the high part-time rate is already high and hence conclude that 
such part-time work is a necessary concomitant of such activities. Is this 
argument justified? 

The first thing to be noted is that, in all fifteen EU member states, 
part-time rates are higher in the service sector than in manufacturing 
(Table 5.7). Here too, however, there are considerable differences 
between the countries. The part-time rate in the service sector ranges 
between 6 per cent in Greece and 45 per cent in the Netherlands. It is 
true that this rate has risen since 1993 in virtually all countries, with the 
exception of Denmark and Sweden. In these latter two countries, the part- 
time rate in the service sector has actually declined slightly, as it has in 
manufacturing. 

Nevertheless, despite the fact that the part-time rate in the service 
sector is higher than it is in manufacturing, full-time employment con- 
tinues to predominate within the service sector. The considerable varia- 
tions in national part-time rates and their differing evolutions over time 
suggest that it is not the particularities of service-sector work itself that 
determine the extent of part-time working but rather the various national 
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regulatory frameworks governing part-ume work and the opportunities for 
men and women to choose their working times. 

What is more, and contrary to widespread belief, the differences in 
working time between the sectors cannot be explained by women’s share 
in service-sector employment either. As is clear from Table 5.8, a high 
female share in total employment may be associated with a low part-time 
rate, as in Finland, Eastern Germany and Portugal, while a (relatively) low 
proportion of women in total employment may go hand in hand with a 
(very) high part-time rate, as in the Netherlands. Women’s work is by no 
means necessarily part-time work, and part-time work is not in itself 
women’s work. If high-quality and affordable childcare is available, many 
women, particularly the more highly qualified, choose to work full-time.’ 
In countries where many high school and university students are 
economically active (e.g. Denmark) or part-time working is an increas- 
ingly accepted employment form (the Netherlands), more men also work 
part-time. Finally, part-time work may have very different functions. In 
countries in which the (modernised) single breadwinner model predomi- 
nates, it can facilitate women’s entry into the labour market. On the other 
hand, in countries that already have a high (full-time) employment rate, it 
may offer women opportunities for economic activity on a reduced basis 
in certain phases of the life cycle. 


Table 5.8 Part-time rate and women’s employment in the service sector 


Country Percentage share of Percentage share Female employees in 
part-time employment of womeninall service sector (=100%) 
relationships in service-sector 
service sector employees of which of which 


full-time (%) part-time (%) 


Belgium 25.0 52.3 58.0 42.0 
Denmark 27.1 56.4 62.6 37.4 
Germany 25.7 56.9 60.4 39.6 
West Germany 27.8 56.0 56.3 43.7 
East Germany 16.6 60.6 76.5 23.5 
Finland 15.1 61.0 81.6 18.4 
France 22.7 54.9 65.1 34.9 
Greece 5.9 46.3 90.9 9.1 
Great Britain 31.3 55.9 53.5 46.5 
Ireland 23.4 56.1 66.9 33.1 
Italy 10.0 47.3 83.3 16.7 
Luxembourg 12.9 47.5 74.6 25.4 
Netherlands 44.8 50.4 30.3 69.7 
Austria 21.3 55.8 65.7 34.3 
Portugal 7.5 55.1 88.9 11.1 
Sweden 30.5 59.6 57.0 45.0 
Spain 12,1 50.0 80.0 20.0 


Source: Own analysis of European Labour Force Survey; data for 1999. 
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In sum, it is true that the part-time rate in service activities is higher 
than in manufacturing in all EU member states and that women in all EU 
countries are more likely to work part-time than men. And yet the ques- 
tion of whether there is a triangular relationship between service work, 
women’s work and part-time work must be answered in the negative. 
Service work is not in itself women’s work, nor is it necessarily part-time 
work. What is more, women’s employment is by no means synonymous 
with part-time employment. The considerable differences between coun- 
tries and the decline in part-time work in Denmark and Sweden, which 
has taken place against the general trend, point to the need to focus more 
sharply on the differences between countries or groups of countries. This 
is our task in the following section. 


Women’s employment and the service society: the various 
configurations 


As our analysis of the data has shown, the statement that women’s employ- 
ment is the axial principle of the post-industrial society cannot be said to 
hold true in respect of the current situation in the EU. However, the high 
share of women in the total volume of paid work and their greater share 
(relative to men) in the volume of social services provided in some 
Scandinavian countries point to developments that might spread in future 
in other countries. For this reason, this section is given over to an exami- 
nation of how the differences between countries outlined in the preced- 
ing section might be explained. 


Various forms of the gender division of labour 


The differences that exist between the countries in respect of women’s 
employment will be illustrated by means of two indicators: participation 
and/or employment rates, first, and, second, the difference between men’s 
and women’s working times. Table 5.9 shows the link between these two 
indicators. It will be seen that where women’s employment rates are low, the 
differences between men’s and women’s working hours are slight (Belgium, 
Greece, Italy, Spain, Luxembourg). In countries with low female employ- 
ment rates, women evidently tend to have to choose between occupational 
inactivity or a job entailing relatively long hours; insofar as part-time work is 
rather uncommon, access to the labour market is more difficult for women. 
On the other hand, in Austria and Germany, and even more so in the 
United Kingdom and the Netherlands, higher employment rates for women 
coincide with shorter working hours for women (and high proportions of 
part-time work). In these countries, the greater opportunities for part-time 
work make it easier for women with children to gain access to the labour 
market insofar as, generally speaking, the inadequate supply of childcare 
facilities means that they are in a position to work only half-days. 
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Table 5.9 Country typology based on differences between men’s and women’s 
working hours and women’s employment rate 


Gender difference in Female employment rate (per capita) 

actual working hours 
Low Medium High 

Large Ireland Austria UK 

Germany Netherlands 

Small Belgium Portugal Denmark 
Greece France Finland 
Italy Sweden 
Spain 
Luxembourg 


Source: Own calculations on basis of ELFS. 


Notes 

Female employment rate: low if below 54%; medium if between 54 and 60%; high if above 
60%. 

Gender difference: small if less than 8.0 hours; large if more than 8.0 hours. 


In Denmark, Finland and Sweden, the working-time differentials 
between the sexes are as low as the employment rates of women are high. 
In these countries, women need only to overcome relatively weak institu- 
tional barriers in order to increase their labour market participation. In 
Denmark and Sweden, particularly among younger women, the propor- 
tion of women working part-time has been falling continuously since the 
1980s.‘ In Finland, full-time work has long been the predominant form of 
work for women, irrespective of the age of the youngest child. In many 
countries, short working hours are a means for women to gain access to 
the labour market; in Scandinavian countries, this is no longer the case. 
Where women in countries with good opportunities for combining work 
and family are working part-time, this tends to be an expression of 
genuine freedom of choice for parents and, as is clear from the longer 
part-time working hours in Sweden, frequently amounts to a shortened 
form of the full-time norm. In countries with only limited opportunities 
for reconciling work and family life, on the other hand, the classic half-day 
working predominates. 

The differences in female labour market participation from one 
country to another are attributable to different national social institutions 
and conditions. The extent to which women are in paid work is principally 
influenced or determined by the following factors: 


e The social policy support available to families in caring for and bring- 
ing up children, particularly the supply of childcare facilities and 
their opening hours. The better the supply, the more women — and 
particularly mothers — will take up paid employment. The nature of 


116 Alexandra Wagner 


the measures put in place to support families also play a role. Depend- 
ing on the particular combination of benefits and entitlements for 
parents and children, they may either make it easier for parents, 
particularly mothers, to work or encourage a (temporary) exit from 
the labour market (cf. Thenner 2000). 

The tax and social security arrangements that create the incentives for 
a particular division of paid work between couples (cf. Dingeldey 
1999). These systems may approximate either to a traditional or an 
egalitarian division of paid work between spouses (cf. Anxo et al. 
1999). In the Scandinavian countries there are often additional incen- 
tives for parents (of small children) to combine paid work and family 
life, such as, for example, parental part-time work, flexible parental 
leave and so on (Thenner 2000). 

The wage and salary structure, in particular its gender-specific fea- 
tures. In some countries, for example, the United Kingdom, there is a 
strongly gendered wage and salary structure that generates a highly 
unequal distribution of paid labour, since it is of greater financial 
benefit to the household for the man to work overtime than for the 
woman to increase her working hours (cf. Clarke 2001; Grimshaw and 
Rubery 2001). 

The supply of jobs offering working hours below the full-time stan- 
dard and opportunities for individual working-time flexibility. The 
more closely working time can be harmonised with non-work 
demands, the easier it is to combine paid work and family life. 


On the basis of men’s and women’s employment patterns and the way 
they are fashioned by different welfare state arrangements in Europe, 
Rubery et al. (1999) and Fagan (2001) have drawn up a typology of coun- 
tries with the following features: 


1 


Universal breadwinner model (Denmark, Finland, Norway and 
Sweden): 

The social institutions — an extensive system of childcare, opportun- 
ities for extended leave, individualised taxation, small pay differentials 
between men and women and so on - encourage high employment 
levels among men and, especially, women. 

Modified male breadwinner model (Belgium, France): 

Various institutions, and above all a well-developed system of public 
childcare, promote labour market equality for men and women; other 
factors (such as major pay differentials between men and women) 
tend to produce, on the contrary, a gendered segmentation, with the 
result that female employment rates are lower, and their working 
hours shorter, than under the first model. 

Male breadwinner plus woman in part-time work (Austria, Germany, 
the Netherlands, United Kingdom, Ireland, Luxembourg): 
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In these countries, public childcare provision is poorly developed; 
thanks to the development of a service sector with a large share of 
part-time jobs, part-time work has developed as a typical employment 
form for women, particularly mothers, alongside the traditional single 
breadwinner model. 
4 Male breadwinner + dual full-time (Greece, Italy, Spain, Portugal) 

In these countries, on account of traditional family structures, the 
proportion of households with a single male breadwinner is particu- 
larly high.” In addition, there are also many households with two 
persons in full-time paid work. The reasons for the high proportion of 
full-timers are the low levels of pay and the inadequate number of 
part-time jobs on offer. The low female employment rate is associated 
with the inadequate development of the service sector. 


Columns 1 to 3 of Table 5.10 show women’s working times and employ- 
ment rates in the various groups of countries. As far as employment rates 
are concerned, the two poles are formed by the countries in the universal 
breadwinner group and by those in the male breadwinner + dual full-time 
group (with the exception of Portugal). The other countries tend to have 
somewhat higher employment rates than the Southern European coun- 
tries but significantly lower rates than the Scandinavian countries. On the 
other hand, however, they have shorter working times for women and 
higher part-time rates. The conditions under which men and women 
operate in the labour market and the facilities that exist to support them 
depend on the social role models and paradigms that are adopted in the 
individual countries or groups of countries. Policy in Sweden and 
Denmark, for example, officially supports the dual-earner family model, 
whereas in Germany the home-based family care model still receives 
strong institutional encouragement. In most countries there are now com- 
peting family models and, to some extent, mutually contradictory welfare 
state incentives (high value placed on housework and childcare, on the 
one hand, and encouragement for mothers to participate in the labour 
market, on the other). This reflects changes in men’s and women’s values, 
to which policy-makers are attempting to respond. 

As will be shown below, these various forms of the gender division of 
labour are associated with different routes to the service society. 


The ‘high road’ and ‘low road’ to higher female participation and more 
services 


The relationship between women’s employment and service-sector 
employment is a reciprocal one. On the one hand, working women need 
the service sector to relieve them of household tasks; on the other hand, 
the service sector actually provides employment opportunities for women 
entering the labour market. Their earnings supplement household 
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Table 5.10 Women’s employment and the extent of social services by country 


group 
Average Female Part-time Volume of Women’s 
female employment workers as labour (hours share in total 
working times rates** a percentage per week) volume of 
(hours per of all female m social work in 
week) workers*** — services*** service sector 
per head of (%)* 
working age 
population **** 
(men and 
women) * 
1 2 3 4 5 
Universal Breadwinner Model 
Denmark 33.0 71.6 34.1 9.18 51.0 
Sweden 35.9 71.0 36.0 9.48 53.8 
Finland 35.9 64.4 17.0 7.78 56.0 
Modified Male Breadwinner Model 
Belgium 31.4 51.5 40.5 6.69 44.8 
France 34.3 55.3 31.0 6.90 48.3 
Male Breadwinner+ Woman Part-time 
Austria 34.3 59.4 32.2 6.31 49.5 
Germany 91.7 57.9 37.9 6.66 47.6 
Netherlands 25.5 63.7 70.5 6.87 40.6 
UK 31.6 64.6 44.6 7.64 45.5 
Ireland 32.4 54.0 30.1 5.09 46.2 
Luxembourg 33.9 50.3 25.0 6.14 42.4 
Male Breadwinner+ Dual Full-time 
Greece 38.2 40.9 7.4 4.51 39.1 
Spain 35.9 40.3 16.9 4.19 43.6 
Italy 34.1 39.6 16.5 4.84 39.4 
Portugal 38.2 60.3 16.3 5.47 50.0 
Notes 


* Own calculations on basis of ELFS 1999. 

** Source: European Commission 2001. 

er “These include the following sectors in the NACE classification: Public administration 
and defence; compulsory social security (75), Education (80), Health and social work 
(85), Sewage and refuse disposal, sanitation and similar activities (90), Activities of 
membership organisations (excl. social services and sport) (91), Recreational, cultural 
and sporting activities (92), Other service activities (93). 

eek This method of calculation serves to neutralise the influence of country-specific 
employment and working time structures and also the different sizes of population, 
thereby enabling comparison of volume of services between countries. 


incomes and may be used to purchase services previously performed by 
the women themselves. Thus the spread of certain services, particularly 
those of a social nature, is a precondition for as well as a consequence of 
increasing labour market participation among women (cf. Bosch and 
Wagner, Chapter 1, this volume). 
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It is clear from column 4 of Table 5.10 that the volume of paid work in 
social and personal services is very strongly influenced by the relative per- 
vasiveness of the male breadwinner model. Countries in which the univer- 
sal breadwinner model prevails have the largest volume of social services 
(7.8 to 9.5 hours per week the head of working age population), while 
countries with the modified breadwinner model and the male breadwin- 
ner+woman in part-time work model have somewhat smaller volumes (6.8 
and 5.0 to 7.6 hours respectively). The smallest volumes of social services 
(4.2 to 5.5 hours) are provided under the Southern European male bread- 
winner + dual full-time model (see country values in Table 5.10). This 
observation is supported by the OECD Employment Outlook findings, 
according to which ‘higher female participation and a larger welfare state 
are associated with higher employment shares for social and producer ser- 
vices’ (OECD 2000: 80). 

Obviously, the development of women’s labour market activity and of 
the service sector are very closely linked with the development of the 
welfare state (Häußermann and Siebel 1995; cf. Schmid 1992, 2003). 
Drawing on the well-known typology of welfare states developed by Esping- 
Andersen (1990, 1996, 2002), Anxo and Fagan (2001: 97) identify three 
forms of the social organisation of women’s economic activity and social 
services: the individual breadwinner and public sector service model, the 
market service model, and the household service model. 

The individual breadwinner and public sector service model (Sweden, 
Denmark and Finland) is the result of a welfare state developed by means 
of high taxation with a high proportion of public employment. Social ser- 
vices are organised predominantly within a public-sector framework and 
characterised by a high level of professionalism (particularly among 
women). The Swedish model guarantees adequate earnings and 
minimum health provision for all, ensuring an independent existence for 
every adult and a high rate of training and employment. The funding of 
the welfare state and hence of collective infrastructures is also guaranteed 
by contributions from the population at large.° The welfare state system 
has developed in such a way that every member of the population is 
expected to become economically active. As a result, Swedish society is 
characterised by high female participation rates, particularly among 
women with children, and relatively egalitarian distribution structures. 
The welfare state has become a female labour market, providing good pay 
and the kind of job security and flexibility that make careers compatible 
with having children (Esping-Andersen 2002: 112). 

In the market service model (represented in Europe by the UK), the 
expansion of services is founded upon the polarised growth of highly paid 
professional services for the corporate sector, on the one hand, and low- 
skill, low-paid consumer-oriented services, on the other. The prerequisites 
for this model are a high degree of wage dispersion, so that the well paid 
can afford to pay market rates for the services offered by low earners, and a 
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low level of welfare state provision, which means that those with few skills 
have no alternative but to work in ill-paid jobs. The negative consequences 
of this arrangement are a polarisation of society and increasing poverty. 
This model also produces high female employment rates but, unlike in 
Sweden, they are employed not in the public sector but in the private ser- 
vices sector. Childcare facilities are available, it is true, but standards vary 
considerably from provider to provider, and consequently the quality of 
children’s care and education depends on their parents’ financial means. 

The household service model is based on the traditional gendered divi- 
sion of labour between spouses, with derived social security rights for the 
economically inactive wife and family allowances that are not subject to 
prior earnings. There is less employment in services in both the private 
and public sectors than in the previous two models, since a large propor- 
tion of services are performed unpaid in the home. The growth in female 
labour market participation runs very much counter to the prevailing 
institutional environment. 

The focus of this typology lies in social and consumer services and in 
the link between such services, female labour market participation and 
the welfare state. Other forces driving the expansion of the service sector 
are to a large extent ignored, as are areas of service work, such as distribu- 
tive services and the rapidly expanding production-oriented services. 
Despite this limitation, this typology derives its value from the fact that it is 
indeed social services that currently account for the greatest share of 
employees in the service sector and are likely to see the largest employ- 
ment increases in future. 

Which of the three ideal-typical routes to the service society countries 
actually adopt has decisive effects on employment conditions? While the 
individual breadwinner and public service model promotes a high level of 
female employment with relatively good working conditions, employment 
conditions in the market service model are generally inferior in terms of 
both extent and quality of provision. This latter model is geared to the 
provision of services within private households, and tends to represent an 
obstacle to the spread of professionally organised social and household- 
related services. 

Thus the Swedish and US paths may be seen as two contrasting models 
for the linking of increasing labour market participation among women 
and social services in Europe (Lehndorff 2002: 493ff.). On the ‘low road’, 
which in Europe is represented by the UK, female participation rates are 
relatively high, but economically active women receive only limited 
support from public services. Furthermore, income levels in these services 
are low. Consequently, high female employment levels and high gender 
segregation go hand in hand. The ‘high road’ taken by the Scandinavian 
countries, on the other hand, is characterised by highly developed social 
services and average pay levels for women working in social services that 
are high relative to those in other European countries. In these countries, 
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and despite a slowdown in the 1990s, the co-ordinated growth of female 
labour market activity and social services has contributed to the gradual 
reduction of social and gender inequality (Lehndorff 2002). 

On the ‘low road’, just as the informal housework performed by 
economically inactive housewives is socially ‘invisible’, the activity of most 
of the home helps, who are generally female and often illegally employed, 
also remains outside the scope of public perception. Their employment is 
fostered not only by a wide gulf in earnings and the possibility of short- 
hours jobs on favourable tax and social security terms, but also by the 
seldom acknowledged existence of legal and illegal immigrants with very 
few rights. The employment of migratory domestic workers, who have 
organised their livelihood as long-distance commuters, is the living 
counter-evidence to the frequently uttered assertion that household ser- 
vices are protected from ‘globalisation tendencies’ (Rerrich 2000: 50). 
That some of these women have a higher qualification gained in their 
home country but not usable in Western Europe, and which may be 
expected to be useful when they are illegally employed in the home, 
makes their employment even more attractive. This could be one reason 
why attempts to establish socially acceptable working conditions in the 
field of household services have made limited progress to date. 

This delegation of household tasks to domestic workers and cleaners 
gives rise to a division of labour between women who establish careers in 
well-paid positions and others who give them the freedom to do so by 
taking over their childcare and household tasks in return for low pay. In 
this way, women’s labour is freed up for their professional activities, while 
the labour of other women substitutes for the labour previously deployed 
in the home. “The division of labour between the sexes that came in with 
industrial urbanisation is being replaced by a similarly hierarchical divi- 
sion of labour among women’ (Häußermann and Siebel 1995). 

As Anxo and Fagan (2001: 98) note, the public service model is, in con- 
trast, the most favourable of the three in terms of the integration of 
women into the labour market. On the one hand, the employment con- 
ditions (e.g. pay, dismissal protection) are in general better in the public 
than in the private sector and, on the other hand, high-quality public ser- 
vices are accessible to all. Regulated public standards may be expected to 
be in the best interests of women in their capacity not only as employees 
but also as consumers. Clearly, then, these are the social policy conditions 
that have to be met if Esping-Andersen’s argument that women are the 
axial principle of the post-industrial society is to acquire validity. 


Some political implications of the ‘high road’ 


The link between increasing female labour market participation and 
increasing employment (among women) in social and personal services 
has its roots in a changing relationship between housework and care 
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activities, including childcare, on the one hand, and paid work, on the 
other. The current demarcation and differentiation between housework 
and paid work is the outcome of industrialisation, which ‘led to the disso- 
lution of the household-based economy. Two spheres developed: paid 
labour and, separated from it, housework. Each form, none the less, 
makes implicit reference to the other’ (Meyer 1997: 191). The develop- 
ment of the capitalist mode of production led, in the course of time, to 
the spread of wage labour and the decline of the subsistence economy in 
private households. One of the forces driving the expansion of the service 
sector is the transfer of certain activities previously carried out within 
households into the formal labour market. Häußermann and Siebel 
(1995: 174) describe this as an ‘internal acquisition of territory’. The 
socialisation of women’s labour and of women’s work in the home runs in 
parallel to this process of acquisition (ibid.: 172), with activities previously 
organised as paid labour and then carried out by housewives on an infor- 
mal basis without pay reverting once more to the public sphere of market 
and state: ‘from the nanny via the mother to the day nursery’ (ibid.: 174). 
This socialisation of women’s domestic work is taking place for two 
main reasons. First, women are becoming better qualified, and as a result 
more of them are seeking to enter the labour market, as is shown by the 
differences between actual and desired employment rates (Table 5.11). 


Table 5.11 Actual and desired female employment rates in fifteen EU member 
states (1998) 


Country Actual Desired Absolute change Relative change 
(%) (%) (percentage points) (as percentage of 

actual employment 
rates) 

Belgium 53 62 9 17.0 

Denmark 76 79 3 3.9 

Germany 63 72 9 14.3 

Greece 40 60 20 50.0 

Spain 29 59 30 103.4 

France 55 68 13 23.6 

Ireland 56 72 16 28.6 

Italy 37 59 22 59.5 

Luxembourg 62 66 4 6.5 

Netherlands 59 65 6 10.2 

Austria 61 70 9 14.8 

Portugal 56 68 12 21.4 

Finland 69 76 7 10.1 

Sweden 75 84 9 12.0 

UK 63 69 6 9.5 

Norway 79 86 7 8.9 

EU and Norway 54 67 13 24.1 


Source: Bielenski et al. (2002). 
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Employment rates are generally much higher, and the gender gap lower, 
among women with a higher educational qualification than among 
women with a low level of educational achievement (OECD 2002: 64). On 
the other hand, improved technologies and greater professionalism mean 
that many services can be performed better and more cost-effectively 
outside the household. In the case of childcare, for example, standards 
may be laid down and providers monitored in order to ensure that chil- 
dren from poorer backgrounds are not disadvantaged. Thus the profes- 
sionalisation of services hitherto provided informally promotes the 
interests of women as both employees and consumers. 

It should be pointed out that it is, of course, quite impossible for profes- 
sional services to substitute completely for all housework, care and upbring- 
ing that takes place within the home. Nor would it be desirable, since care 
and upbringing have important emotional and communication aspects. It is 
not the full conversion of homework into professional work but rather 
improved compatibility between paid work and other activities that is the 
most important prerequisite for ensuring that an appropriate work/life 
balance is achieved when both men and women are economically active. 

However, even in those countries where female employment rates have 
risen, the gendered division of labour still prevails. There is, therefore, an 
urgent need to examine all proposed reforms of the employment and 
social systems for their gender repercussions. The effects on the gains that 
have already been made must be an independent criterion in evaluating 
attempts at social reform. 


Risks and contradictions 


Women carry out a disproportionate share of welfare work, whether it is 
provided by the state, private organisations, corporations or the family. 
This imbalance is reflected also in apronounced and chronic sectoral and 
occupationally related gendered segmentation of the labour market. This 
is accompanied by a relative devaluation of the activities typically carried 
out by women (see e.g. Winter and Krell 1997; Stiegler 1999), which mani- 
fests itself in lower pay and poorer career opportunities in female-domin- 
ated sectors relative to those dominated by men. Even in Scandinavian 
countries, where female employment rates are high and the vast majority 
of women work full-time, there has been no fundamental change in the 
structural positions of men and women in the labour market. In Sweden, 
the occupational upgrading of women was accompanied by continued seg- 
regation (Orloff 1993: 313). More than three-quarters of all public-sector 
workers are women and more than half of all economically active women 
are employed in the public sector. Female economic activity is also, for 
many families, an economic necessity and places a heavy burden on 
women, who continue to perform more than their fair share of essential 
household and childcare tasks.’ 
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Thus the integration of women into the labour market and the trans- 
formation of informal household tasks into professional services appears 
to reproduce, in new forms, the hierarchical, gendered division of labour. 
This is one of the reasons for the persistence of the gender pay gap in all 
EU member states. In 1999, across the EU as a whole, the average gross 
monthly earnings of female full-timers in manufacturing industry and 
private services were 75 per cent of those of male employees (Clarke 
2001).* It is true that, in Scandinavian countries, the gender pay gap is less 
marked than elsewhere, which is largely attributable to the fact that it is 
generally smaller in public services than in the private sector (Winberg 
2000: 19; cf. also Morrell et al. 2001). However, the persistent difference 
between men’s and women’s earnings may help to maintain the unequal 
division of domestic work between spouses. 

The abolition of gendered segmentation in the labour market is not 
desirable solely for reasons of equality. It is also an important prerequisite 
for ensuring that the degree of emancipation already achieved by women 
as a result of their integration into the labour market is consolidated and 
made irreversible. If women were represented in all sectors of the 
economy, it should at least become more difficult to dismantle women’s 
jobs wholesale at times of economic difficulty. At present, it is women’s 
jobs that tend to be threatened by cuts in the provision of public services. 
Thus from 1990 to 1995, the number of people employed in the public 
services in Sweden was cut by 300,000, with more women affected than 
men, and it became particularly difficult for young women to gain access 
to the labour market. At the same time, the birth rate fell from 2.13 in 
1990 to 1.52 in 1997 (Ellingszeter 2000: 342 and 348). 

The level of female employment is also at risk if economic growth stag- 
nates and jobs are lost in the male-dominated sectors. As is clear from the 
experience of transformation in Eastern Germany, women can, under 
such circumstances, be pushed out by men, even from jobs in their previ- 
ous employment strongholds (Quack and Maier 1993). For this reason, 
general economic growth and/or a policy of work redistribution are other 
important prerequisites for the spread of women’s employment. 


New models for economic activity and social security 


In considering how to reduce the gender gap in the volume of paid work 
by adjusting women’s employment rates and working times to those of 
men, the long-established form of male employment is often accepted as a 
yardstick. This is problematic, since women’s entry into the labour market 
has led to the breakdown of the separation that used to prevail between 
paid work and unpaid domestic work, thereby weakening what was a deci- 
sive prerequisite for the standard form of male employment. If women are 
economically active and no longer available around the clock for domestic 
work, the question arises of how to organise the tasks they once did. 
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‘Nowhere in the industrialised West can married women and mothers 
choose not to engage in caring and domestic labour (unless they are 
wealthy enough to purchase the service of others)’ (Orloff 1993: 313). 
Since the tasks in question cannot be completely ‘outsourced’, those with 
domestic responsibilities are bound to have only limited availability for 
paid work. This affects not only economically active women and mothers 
but also, potentially, their partners. 

Consequently, the search for a genuine balance between economic 
activity and domestic responsibilities calls into question the entire system 
that has prevailed to date. Only if this challenge is taken seriously can 
Esping-Andersen’s argument that women are becoming the axial prin- 
ciple of the post-industrial society be regarded as correct, since women’s 
entry into the labour market not only creates whole new areas of service 
work but also puts pressure on the employment and social system to take 
account of these new conditions. What is required is a new principle for 
the organisation, distribution and regulation of paid work. The main ele- 
ments of this new organising principle must be consideration for and 
social valuation of the unpaid reproduction work that used to be invisible 
because it was done by women and from which the traditional male wage 
worker was exempt. The need and desire experienced by increasing 
numbers of women (and men) to combine economic activity and 
domestic and family responsibilities calls for a revision of the notion of 
‘normal’ or ‘standard’ work that has prevailed hitherto. However, if these 
challenges are to be taken up, then political decisions are required, since 
there is no way the new demands will be met automatically. What is more 
likely to happen is that, once women have been drawn into paid work in 
addition to the domestic and family work they do, the social debates that 
are required on the reorganisation of the employment and social system 
with a view to establishing gender equality will last some time before they 
lead to concrete reforms. 

Current practices are associated with various shortcomings that vary in 
significance from country to country. The Swedish example shows that 
economic activity among women does indeed foster their independence 
and help to fulfil their aspirations. However, it also brings with it consider- 
able time pressures and stress, and misgivings about the effects it may be 
having on children (Jonsson 2002: 182). In other countries, many women 
work part-time, that is, in a form of employment that enables them to 
combine their paid work with domestic responsibilities. Thus it is no acci- 
dent that part-time work is advocated in some countries as the ideal means 
of reconciling paid work and family life, although without any acknowl- 
edgement of the fact that the consequence of such a policy is to sustain 
the juxtaposition of full-time or part-time economic activity for women 
and social policy measures that promote the male breadwinner family 
model (Wagner 2000). At the same time, changes to labour law intended 
to improve the work/life balance, such as the right to work part-time that 
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already exists in the Netherlands and has recently been introduced in 
Germany as well, are being resisted by employers’ associations on the 
grounds that they constitute obstacles to flexibility and an unacceptable 
increase in labour costs. Consequently, gender equality in the labour 
market seems to be a long way off (Buchholz-Will and Schratzenstaller 
2002: 202, 683). 

Representative surveys of employment and working-time preferences 
clearly show that many women, and not a few men, in EU member 
states would like to see changes that point in the direction of a new 
concept of ‘normal’ or ‘standard’ work based on gender equality. The 
preferences expressed by those surveyed in the fifteen EU member states 
and Norway (Bielenski et al. 2002) reveal a desire not only for shorter 
working hours but also for a less unequal division of working time 
between men and women in general and between household partners in 
particular. There is some evidence that an employment model for the 
future could consist of two partners working what, by today’s standards, 
would be considered as part-time. Employment and working-time prefer- 
ences in Scandinavia point particularly in this direction, while preferences 
in other countries seem to be directed more to the current Scandinavian 
model. 

This finding makes it clear that gender equality is a moving target. Men 
and women in the Scandinavian countries, starting from a position in 
which full-time employment for both genders is taken for granted, would 
prefer shorter working hours for both; in other countries, in contrast, 
both genders, but particularly women, are looking initially to the Swedish 
model, which has obviously been able to adjust to external pressures 
without having to abandon its fundamental qualities (Ellings&ter 2000: 
357). 

Häußermann and Siebel (1995: 203) are obviously right in stating that 


It is to be assumed that an equal distribution of paid work and 
domestic work between the sexes will not be achieved until men are 
no longer expected to participate in what for them is a negative 
exchange of high-status paid work for low-status domestic work, 
thereby enabling women to get something in return for a change. 
Thus the cultural question as to how best to divide up activity between 
the formally and informally organised spheres cannot be discussed 
with any seriousness until both sexes are fully integrated into the 
labour market, by which time of course the road to total socialisation 
— something that was actually to be avoided — will already have been 
taken. 


Orloff (1993: 317) similarly argues that decommodification must be 
viewed against the background of gender relations. She further proposes 
that the analysis should be extended to take account not only of the 


Employment prospects for women in services 127 


extent to which states guarantee women access to paid employment and to 
services that facilitate the work/life balance but also of the mechanisms 
and institutions that implement those guarantees. In other words, the 
right to be commodified in order to ensure access to the labour market is, 
from this point of view, a precondition for the emancipation of women. 
Outside the labour market, as housewives, women are virtually completely 
dependent; by entering the labour market, they acquire greater freedom 
for their own development and more social rights. Only when the house- 
work and care work performed by women has been brought fully into the 
formal social sphere does it become a subject of public interest and polit- 
ical influence. 

If this approach is pursued to its conclusion, therefore, women’s eman- 
cipation takes place in lengthy stages. The initial challenge is to gain 
access to paid work and to reconcile labour market participation with 
women’s traditional obligations in the domestic sphere. Only from this 
point onward does it seem possible to effect a gradual change in the 
gender division of labour that has prevailed hitherto. The Scandinavian 
model offers the most favourable conditions yet seen for developing and 
establishing a new standard form of employment. 


Conclusion 


We have sought to show in this chapter that the development of both 
women’s employment and the service sector is shaped to a large extent by 
conditions in the wider society, which in turn depend on political 
decisions. Comparison of the various routes to the service society shows 
that the individual breadwinner and public service models promote a high 
level of female employment with relatively good employment and working 
conditions, while both the level and quality of such employment are lower 
in the market service model. However, the integration of women into the 
labour market and the conversion of informal housework into paid work 
have tended to date to reproduce the hierarchical gender division of 
labour in new forms. Real gender equality and the genuine opportunities 
to reconcile paid work and family responsibilities that are essential as 
more and more women become economically active require a change in 
the notion of ‘standard’ work that has hitherto prevailed. For these 
reasons, Esping-Andersen’s notion of a link between women’s employ- 
ment and the post-industrial society is to be interpreted primarily as an 
indication of the need to refashion the societal regulation of employment 
in order to accommodate the expansion in women’s employment and 
work in services. 
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1 The increase in activity rates, which show the proportion of women who, suc- 
cessfully or otherwise, are seeking paid work, was even steeper. These rates rose 
during this same period by a total of 3 percentage points to reach 59.9 per cent 
in the year 2000 (European Commission 2001: 38). The participation rates indi- 
cate the share of women of working age who are seeking paid work in the 
labour market, irrespective of whether or not they succeed in doing so. The 
employment rates, on the other hand, indicate the share of women actually in 
employment. There is, however, a link between the two: the higher the partici- 
pation rate, the higher the unemployment rate in most cases. 

2 The average collectively agreed working week in 1999 ranged between thirty- 
seven hours in Denmark and the Netherlands and forty hours in Greece, Lux- 
embourg and Sweden (ETUI 2001: 36). 

3 On the differing causes of the low part-time rates in Portugal and Spain, which 
lie outside this explanatory model (cf. Ruivo et al. 1998). 

4 In Denmark, from 43.9 per cent in 1985 to 34.1 per cent in 2000; in Sweden, 
from 46.6 per cent in 1985 to 36.0 per cent in 2000 (European Commission 
2000, 2001). 

5 Portugal is to some extent an exception in this group, since employment rates 
among Portuguese women are significantly higher than in the other three coun- 
tries. This is attributable both to the low hourly wages — by far the lowest in the 
EU - and to historical reasons — long period of colonial wars, emigration of 
male labour force, rapid increase in women’s level of vocational training (Castro 
and Gonzalez 1999). 

6 The welfare state is not financed predominantly by non-wage labour costs but 
rather out of taxation, with a high proportion of consumer taxes and levies on 
all members of the population. 

7 The campaign for the introduction of the six-day week launched by the Swedish 
Social Democratic Women’s League, which was particularly active in the late 
1960s and early 1970s, ultimately failed because of opposition from the trade 
union movement (Lewis 1992: 170). 

8 However, the data sources for such earnings comparisons are incomplete. Thus 
with a few exceptions, one of which is Grimshaw and Rubery’s study for the 
OECD (Grimshaw and Rubery 1997), public services are not included. 
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6 The family, the state, and now 
the market 


The organisation of employment 
and working time in home care 
services for the elderly 


Dominique Anxo and Colette Fagan 


Introduction 


Our aim in this chapter is to identify the dominant features and recent 
developments in the provision of home care services for the elderly, based 
on a comparison of the arrangements in six European countries: 
Denmark, Italy, Finland, the Netherlands, Sweden and the United 
Kingdom. 

Home care services contribute to the broader category of activities and 
responsibilities associated with care work that are necessarily undertaken 
in any society.! Care work includes raising children and helping elders 
and other adults with their daily lives when they are in poor health, have 
disabilities or are fragile due to advanced age. Home care services are 
intended to help adults who live in private households and who need assis- 
tance with self-care (e.g. washing, dressing, eating, taking medication), 
domestic tasks (e.g. cleaning, cooking, managing finances), or rehabilita- 
tion following illness. Most of the recipients are elderly, but these services 
are also provided for younger adults and children with disabilities or 
chronic sickness. Residential homes provide a more intense form of care 
service for those who are unable to live in private households due to ill- 
health, fragility or lack of suitable accommodation. 

The way that care work is arranged in any society rests upon the articu- 
lation of three social institutions: the family, the state and the market 
(Daly and Lewis 2000). The family provides informal care, largely under- 
taken by women in their roles as mothers, daughters and neighbours. The 
state structures care work in a number of ways. It attempts to regulate 
family responsibilities and obligations, whether explicitly or in implicit 
normative assumptions that underpin policies. It may also set regulatory 
standards for providers of care services. Most welfare states provide some 
public sector care services, and many finance other services through fiscal 
transfers to the family and/or service providers (e.g. tax allowances, subsi- 
dies, home care benefits). Market providers of care-related services 
include private (for-profit) companies as well as voluntary (non-profit) 
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companies, where unpaid volunteers as well as employees may undertake 
the work in the latter. 

It is the dynamics and tensions within and between the family, the state 
and the market that define the responsibilities for, and organisation of, 
care-related services. Tensions and unintended outcomes are an inherent 
part of this institutional articulation. For example, the state’s role in 
funding and regulating home care services has grown historically in 
response to various pressures and demands from professional care 
workers, and from elderly people and their families (Hutton and Kerkstra 
1996; Sipilä 1997; Walker and Maltby 1997). State policies continue to pre- 
scribe certain family responsibilities and obligations to elderly relatives, 
whether in explicit regulations or implicitly in the scope of policy provi- 
sion (Millar and Warman 1996). However, families may be less willing or 
able to comply with this ideology than perhaps they were in earlier 
periods (for example, because women are more involved in paid work or 
because families’ living arrangements are more dispersed). Families may 
respond to this situation in a number of ways, for example, as consumers, 
purchasing services from the market to bridge this gap in state provision, 
or through collective political demands on the welfare state to fund more 
care services. Another example is that market provision of certain services 
has developed in some countries to fill specific, specialist niches in home 
care services, sometimes as subcontractors to municipal providers (local 
authorities). In later periods, the expansion of market companies may 
stimulate the restructuring of public sector provision of home care ser- 
vices, perhaps driven by national state policy. 

In this study, our first hypothesis is that the organisation and develop- 
ments in home care services for the elderly in each country are shaped by 
the national welfare and employment regime. We explore how the service 
is organised in each country, the pressures for change that are affecting 
the service, and the responses and developments occurring as a result of 
these pressures. Our second hypothesis is that, while there may be similar 
pressures for change occurring in each society, the magnitude of this pres- 
sure and the form of restructuring that is occurring vary among countries 
— in other words, distinct national solutions are emerging. 

Our analysis is based on national reports produced for the six countries 
included in the study (Anttila and Natti 2000; Anxo and Nyman 2000; 
Csonka and Boll 2000; Degasperi and Villa 2000; Fagan and Nixon 2000; 
Plantenga et al. 2000). Each report provides a detailed description of how 
the national home care system is organised. It summarises the legal and 
normative framework that establishes home care needs, entitlements, and 
the division of responsibilities between the family, the national and local 
state, private companies, and non-profit organisations. The labour market 
for home care work is described in terms of the profile of workers 
(gender, age, qualification), career structure, material working conditions 
(contract, working time, wage levels), and industrial relations (union 
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density and coverage of collective bargaining). Organisational case studies 
in two local authorities were carried out in each country in order to 
deepen our understanding of the work organisation and working-time pat- 
terns in this service, and to identify any new developments. 

In the following section, we discuss the gendered arrangement of care 
responsibilities in relation to welfare state regimes and the legal and 
normative framework for home care services in the countries in this study. 
The third section analyses the dynamics of change in the organisation of 
home care services. The main findings of the countries’ organisational 
case studies are presented in the fourth section. The concluding section 
summarises the main features and developments in the organisation of 
home care services in the six countries. 


Gender, care and welfare state regimes 


Care work is highly gendered. Women are the main providers of elder- 
care, on an informal basis within the family or as neighbours, and in 
formal services as employees. However, men also make considerable con- 
tributions to informal care, mainly in the form of caring for a spouse in 
poor health, which indicates that men do take on caring roles in particu- 
lar household circumstances. For example, 17 per cent of men and 22 per 
cent of women aged forty-five to sixty-four in the UK are carers, and one- 
third of all carers spend at least twenty hours a week on this activity (Fagan 
and Nixon 2000). Women also constitute the majority of elderly recipients 
of home care services due to their greater life expectancy. For example, 
they account for two-thirds of users in Italy (Degasperi and Villa 2000: 5). 

While the state and the market have taken on many of the activities that 
the family used to undertake in earlier historical periods, informal care 
provided by family members, more specifically by women, is still crucially 
important as the main source of eldercare. Even where formal services are 
most developed, such as in Sweden and Finland, informal care makes a 
significant contribution, although the type of informal care provided may 
be different (Anttila and Natti 2000; Anxo and Nyman 2000, Sipila 1997). 
When practical tasks are undertaken by formal services, the role of infor- 
mal carers may be focused on providing social contact, support, and medi- 
ation between the elder person and the formal services (European 
Commission 1999: 6-7). 

The probability of having eldercare responsibilities increases once 
people are in their late forties and falls off once the age of sixty-five years 
is reached. Thus it is older employed persons and the ‘young retired’ who 
undertake most of the informal care. Eldercare responsibilities may lead 
some employed carers to reduce their working hours or leave employ- 
ment, and may be one of the factors contributing to early retirement 
decisions. However, the impact of caring on employment patterns 
depends on the time intensity of care required. 
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In conjunction with informal care systems, home care services for the 
elderly are provided by a combination of local municipal public services, 
private companies and non-profit organisations in the market. As we shall 
see below, the relative weight and extent of the various forms of eldercare 
provided by these different sources vary according to the framework of the 
national welfare state regime. 

The welfare states that have evolved in different countries are the 
product of complex political, economic, social and cultural factors. The 
welfare state regime that emerges is the result of negotiations, conflicts 
and compromises between social actors with different power resources. A 
large number of studies have attempted to classify countries according to 
their welfare state regimes. The debate was opened by Esping-Andersen’s 
(1990) imfluential typology of welfare state regimes. He identified three 
country clusters. ‘Social democratic welfare regimes’, such as those in the 
Nordic countries, are based on the promotion of the integration of the 
whole adult population into employment and a relatively high level of uni- 
versal social rights. ‘Conservative welfare regimes’, such as those in West 
Germany, Austria, and France, provide less extensive social rights linked 
to employment status and are accompanied by strong incentives for 
women to stay at home when they are married. ‘Liberal welfare regimes’, 
such as those in the UK, are based on a low level of social rights and create 
a moderate level of labour force participation among women. This typol- 
ogy was criticised by feminists for its focus on the income security of wage 
earners, and the relative neglect of other benefits and services that are 
important to women in their roles as carers (Lewis 1993, 1998; Pfau- 
Effinger 2000; Rubery et al. 1998; Sainsbury 1994). The introduction of 
these other criteria of classification produces more differentiated country 
groupings, particularly among countries in the ‘conservative welfare 
regime’ cluster. These studies also showed that national variation 
in women’s labour force participation patterns could not be accounted 
for simply in terms of the welfare state regime. It is important to incor- 
porate other societal features such as employment conditions into the 
explanation. 

Our aim here is simply to draw attention to the differences in emphasis 
in the eldercare systems among the welfare state regimes in the countries 
in our study. The cross-national data on eldercare services is quite limited, 
more so than in relation to childcare services, for example; and there is 
no reliable source of data on the employment patterns of carers (Euro- 
pean Commission 1999). However, the available data do indicate national 
differences in the rate of residential and home care services for the 
elderly. This is illustrated in Table 6.1, where the countries in this study 
are emphasised in bold. It should be noted that Table 6.1 provides no 
indication of the quality of services or the actual volume relative to need. 
In particular, the number of hours of home care services received by elder 
persons varies between countries. For example, elder persons in Sweden 
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Table 6.1 Residential and home care services for older people by country 


Percentage of people aged Percentage of older people 
over 65 years in residential receiving home care 
(institutional) care (domiciliary) services 

Nordic ‘universalist’ model 

Finland 7.2 24.0 

Denmark 5.7 17.0 

Norway 7.1 14.0 

Sweden 5.4 13.0 

Iceland High High 

UK 5.1 13.0 

Netherlands 10.0 8.0 

Belgium 4.0 6.0 

France 3.0 7.0 

Austria 4.7 3.0 

Germany 5.0 3.0 

Ireland 5.0 3.0 

Southern ‘family-based’ model 

Portugal 5.0 1.5 

Spain 2.8 1.0 

Italy 2.0 1.3 

Greece 0.5 small pilot projects set up 


Sources: Bettio and Prechal (1998); drawing on OECD (1996); Anttonen and Sipila (1996). 


receive more hours of home care services than elsewhere in the EU (Anxo 
and Nyman 2000). However, the broad message of Table 6.1 is supported 
by the more detailed work of Anttonen and Sipila (1996), which shows 
that home care service provision tends to be more widely available in the 
Nordic ‘universalist’ model of extensive public services and least 
developed in the ‘family-based’ model characteristic of the southern EU 
member states (Italy, Greece, Spain and Portugal). On all indicators of 
care services, these two country groups are ‘consistently found at opposite 
ends of the spectrum’ (European Commission 1999: 6; see also OECD 
1996). The other two countries in our study - the UK and the Netherlands 
— rank mid-table in terms of the rate of home care service provision. 
Anttonen and Sipilä (1996) have identified the UK as a particular ‘Anglo- 
Saxon’ model of eldercare services where the emphasis is on means-tested 
service entitlements, while the Netherlands has more in common with the 
Nordic model (Plantenga et al. 2000). The other message from this table is 
that national eldercare policies cannot be categorised as being centred on 
either a home care (domiciliary) or a residential (institutional) focus. 
Instead, as we discuss below, there has been a common shift in the 
emphasis in eldercare policy in most countries to minimise the use of resi- 
dential homes and to provide home care services instead. 
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The Nordic social democratic ‘universalist’ system of eldercare 


The most extensive care services are in the Nordic countries, following 
substantial expansion during the 1970s that continued into the 1980s. In 
these countries, most of the retired also receive better pensions (relative 
to average wages) than in most of the other member states, where pen- 
sions are lower or entitlements are more unevenly held (Bettio and 
Prechal 1998). 

In the Nordic countries, individualisation has been a key part of the 
welfare state, and the basic principle of the institutional model is entitle- 
ment based on citizenship (universal citizen right). The individual, and 
not the family, has for many years been the unit for taxation and receipt 
of social benefits as social rights. As far as home care is concerned, the 
social legislation abolishing the obligation of children to take care of their 
parents in Finland and Sweden is an illustration of these efforts. Concomi- 
tant with the growth of public childcare, this change in responsibility is an 
element of a general policy aiming to outsource the activities traditionally 
performed by women from the household to the public sphere and to 
favour the growth of female employment. 

Hence, the dominant feature of the Nordic home care regime is that 
the overall responsibilities and provisions for elderly home care services lie 
with local authorities, with clearer legal entitlements to this care than exist 
in most of the other EU member states (Table 6.2). Home care services are 
financed by the general (national) taxation system and local municipal 
taxes. Service allocation is based on an assessment of the individual needs 
of elderly persons, who make some income-tested contribution (Anttila 
and Nätti 2000; Anxo and Nyman 2000; Csonka and Boll 2000). 


Table 6.2 Schematic summary of the legal obligations and rights in the state elder- 
care policy of the EU member states 


Elder people have legal Family obligation to care for elders specified in legislation 


entitlements to state support 
Yes No 

No clear entitlement toa Austria Italy 

minimum level of service Belgium Spain UK 
France Greece Ireland 


Germany (Netherlands) 


More explicit individual Denmark Sweden 
entitlement Finland Iceland 
Norway Netherlands 


Sources: Bettio and Prechal (1998); Millar and Warman (1996). 


Note 

The legal obligation is not enforced in the Netherlands in practice. The entitlements to care 
in Finland are established via the responsibilities placed on local government by legislation. 
Information is not available for Portugal or Luxembourg. 
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In recent years, the services in the Nordic countries have faced compet- 
ing pressures, mirroring those found in the other countries in our study as 
well as in many other European countries (Hutton and Kerkstra 1996; 
Walker and Maltby 1997). On the one hand, service demand has 
increased due to the growing elder population. On the other hand, public 
expenditure constraints were tightened severely in the 1990s due to dete- 
riorating macroeconomic conditions compounded by an erosion of the 
tax base in municipalities as unemployment rose. In response, public 
sector services enacted a number of rationalisation measures that were 
intended to enhance productivity and improve efficiency. In Sweden, local 
income tax is the main source of social service revenue, and the rates were 
frozen in the early 1990s by the Swedish Parliament. This obliged munici- 
palities to increase service fees and reduce the number of eldercare 
personnel. In Denmark, rationalisation has been combined with Taylorisa- 
tion, or task fragmentation, and tighter time-management of tasks in 
home care services within a broader policy direction of providing nursing 
flats, thus ‘striking a compromise between individual care and residential 
institutionalisation’ (Bettio and Prechal 1998: 34). 

One element of this service restructuring has been a general tendency 
during the past decade to deregulate and privatise public services through 
subcontracting arrangements. In Finland, the state subsidy system for 
social and health care services was reformed in the early 1990s and decen- 
tralised to local authorities. In response, almost all municipalities have 
introduced a new welfare mix between public sector and other service 
providers (Kovalainen 1999). A large share of these Finnish subcontrac- 
tors are non-profit organisations, which in budget terms now provide 10 
per cent of the total spent on elderly home care services (Anttila and Nätti 
2000). Commercial services have a growing but still limited role. In 
Sweden, public service delivery has been decentralised in parallel with a 
decentralisation of industrial relations, so that the regulatory framework 
permits greater diversification in the work organisation practices at the 
municipal level (Anxo and Nyman 2000). Similar to the trend in Finland, 
in Sweden, subcontracting arrangements with for-profit companies have 
increased, but they remain a minority source of provision. The percentage 
of Swedish eldercare services provided by a subcontractor increased from 
2 per cent in 1990 to 8 per cent in 1998. There is also a small but growing 
number of elder persons who purchase some of their own care services in 
Sweden, particularly highly educated elder women (Anxo and Nyman 
2000). 

Thus, although an increased use of subcontractors may be noted, home 
care services remain dominated by the public sector in terms of financing 
and provision. The municipalities remain the main providers, and they 
continue to retain overall responsibility in terms of eligibility criteria and 
decisions about the content of services to be performed for clients. In 
other words, the major changes that occurred during the past two decades 
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have not significantly challenged the basic principles governing the provi- 
sion of home care services. 

However, there have been significant modifications with regards to 
work organisation. There has been a clear tendency to reduce the number 
of clients and to focus on elderly persons with the most intensive needs. 
The eligibility criteria have been tightened and a reallocation of resources 
has been made in favour of individual care - i.e. more health-related func- 
tions — to the detriment of household-related services, such as cleaning 
and shopping. 

This reallocation of services, combined with rising professional stand- 
ards of eldercare services, has placed a higher demand on employees in 
terms of qualifications, and levels of responsibility and competence. The 
qualification levels required for entry to home care work have generally 
been rising in Nordic countries, from a base that is already high compared 
to the situation in some other countries such as the UK (see below). Thus 
in Finland and Sweden, three years of training in upper secondary school 
is now a typical entry requirement (Anttila and Nätti 2000; Anxo and 
Nyman 2000). In Denmark, this has implications for working-time 
arrangements in the sector, since the more highly qualified home care 
workers are more likely to work full-time (Csonka and Boll 2000). There 
has also been a general professionalisation of home care jobs, fostered by 
a move towards greater unification of home care services and home 
nursing and other social services in Finland and Sweden. Increased train- 
ing, job enlargement (for example, to include routine nursing tasks), 
more autonomy and teamwork are typical. In Finland, there is much 
emphasis on increasing the use of information technologies for service 
workers and users (Anttila and Nätti 2000), which is ‘modernising’ the 
image and content of the job. 

At the same time as this enhancement of the professional status of the 
service, there are recruitment difficulties for personnel with adequate 
qualifications, particularly in areas where unemployment is low or falling. 
This is linked partly to low entry wages and limited wage progression, the 
demanding emotional labour of working with older people and the relat- 
ively low status of these jobs. 


The Dutch social democratic ‘hybrid’ system of eldercare 


The Dutch welfare state model has much in common with the Nordic 
social democratic model in terms of comprehensive individual citizenship 
rights and levels of social benefits (see Table 6.2). One differentiating 
factor is that the welfare state has, until recently, provided fewer incentives 
and services to encourage women to enter employment, since, unlike the 
situation in the Nordic countries, there was no explicit public policy to 
encourage women’s employment. Instead, the ‘housewife’ arrangement of 
gender relations remained dominant until a much later period. For 
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example, parental leave entitlements have only been introduced in recent 
years and public funding of childcare remains much lower than in the 
Nordic countries, although it has been expanded quite rapidly in recent 
years. Another, broader distinction is the ‘pillarisation’ of Dutch society 
and the historic role of religious and other non-state agencies in the deliv- 
ery of welfare services. 

Home care services are well developed, closely regulated by the state, of 
high quality and more extensive in coverage than most other member 
states. The system has a number of distinctive features (Plantenga et al. 
2000). In the Netherlands, home care is part of the health sector, whereas 
in most of the other European countries, home care services are the 
responsibility of social services. Home nursing and home help services 
used to be provided by separate organisations, but these were merged in 
the 1990s into home care organisations in order to increase service effi- 
ciency and quality. Home care jobs in the Netherlands are organised into 
five categories, with the proportion of the job that entails care rather than 
household tasks increasing in the higher categories. About one-third of 
the home care jobs are in the lowest categories (A and B). Specialist 
community nursing grades provide home nursing. 

Home care is financed through a compulsory public insurance scheme, 
with contributions made by employers and employees, although the 
government sets the budget to be spent. The insurance system currently 
covers 85 per cent of the home care services, with the balance made up by 
government subsidies. Clients make a financial contribution to the service 
dependent upon their age, household composition and income. 

Each Dutch citizen has a right to home care, intended as a supplement 
to informal provision. In practice, 80 per cent of clients are over the age of 
sixty-five. The average client receives three and a half hours of home care 
per week. The amount of home help a client can receive is not limited in 
principle, but there is a maximum limit of three hours per day on home 
nursing; the policy is that more intensive nursing should be delivered in a 
nursing home. Home care needs are assessed by an independent Regional 
Assessment Organisation (Regionaal Indicatie Orgaan or RIO). Once the 
RIO has decided on the client’s needs, the client contacts a home care 
organisation of the client’s choice to provide the care. Home care organi- 
sations are regulated by the government and contracted to the Care 
Offices. They include the traditional public sector organisations and, 
more recently, private sector for-profit organisations that the government 
permitted to enter the sector in order to stimulate lower costs and higher 
quality through competition. When the selected home care organisation is 
not able to provide the care on time, it is obliged to contact the Care 
Office in the area, which co-ordinates the supply of care to find a solution. 
This solution may mean joining a waiting list, finding an alternative 
provider, or adjusting the service package provided. 

Thus, in practice, the receipt of care services is rationed by the service 
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available and, in recent years, labour shortages have become a major con- 
straint on service supply. The long waiting lists have produced a public 
debate concerning the division of responsibility between the state and the 
insurance companies, culminating in a few lawsuits. The legal rulings have 
confirmed that the state is responsible for setting entitlements and the 
budget, and the care insurance organisations are responsible for organis- 
ing care services through agreements with the home care organisations. 

In sum, there are four main developments m the Dutch eldercare 
system. The first is the reorganisation of the service to promote cost- 
efficiency, Innovation and a better quality of care. The merger between 
home help services and home nursing services was an important part of 
this process, followed by the government's encouragement of for-profit 
home care organisations to enter the sector and compete with public 
sector providers. Although the home care organisations already worked 
under a contract to the Care Offices, the entry of for-profit organisations 
represents a new form of subcontracting. The second development is that 
the Dutch government has recently increased the budget in order to 
reduce long waiting lists. However, attempts to reduce the waiting list are 
frustrated by the severe labour shortages in this sector. The third develop- 
ment includes attempts to overcome labour shortages through restructur- 
ing the training system, enhancing career opportunities and wage levels, 
and recruitment drives. 

The fourth development includes a number of initiatives that have 
been established to attempt to overcome the labour shortage by introduc- 
ing a greater role for home care providers from the private or informal 
sector. This includes the introduction of ‘alpha helps’ in 1977, whose 
numbers have grown in subsequent years. These workers are employed 
directly by the client for a maximum of twelve hours per week. This is the 
threshold for exemption from social security taxes paid for employees 
employed by private households. Formally, they are not employed by 
home care organisations, but in practice, most organisations act as an 
intermediary. The use of temporary and on-call workers has also 
increased. A system of Personal Care Budgets (persoonsgebonden budget or 
PGB) for clients has been introduced, which gives them the resources to 
hire traditional home care or private help. This system is contributing to 
the creation of a new category of formalised (paid) informal help. 


The UK’s liberal ‘marketised’ system of eldercare 


The UK welfare state model still rests on the presumption that care for 
elders and children is primarily the responsibility of families, particularly 
women, rather than the state. Most of this care is provided informally, 
rather than through market purchases. There are growing demands on 
the state to provide more care services, but in recent years this has focused 
mainly on childcare services. 
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In Britain, the local authorities (municipal government) are respons- 
ible for providing home care services, with a budget allocated by the 
central government and financed from general taxation. These services 
are intended to supplement rather than replace the care provided by 
family members or to substitute when the elderly person does not have 
family support. The services are client-oriented and designed to enable 
elders to live independently in their own homes, reflecting the ‘commun- 
ity care’ emphasis in eldercare policy that was developed by professionals 
and adopted by government. The local authority assesses the elder 
person’s needs for home care services. In practice, this definition of 
‘service need’ is contained by the local service demand and by budget con- 
straints, which produces waiting lists or a scaling down of the service that 
is offered. The elder client makes an income-related payment for the 
service, with the scale of charges set by each local authority rather than 
one centrally determined scale. 

Several pressures, but particularly an explicit shift in government policy 
in favour of ‘privatisation’, have resulted in a marked increase in subcon- 
tracting arrangements whereby the local authorities purchase home care 
service provision from private and non-profit organisations. At a national 
level, in 1992, nearly all home care service hours were provided by home 
care employees from the public sector, but by 1998 nearly half were from 
the ‘independent sector’ (both non-profit and private companies). Most 
of the subcontracted providers are for-profit companies. 

In order to remain competitive as service providers, local authorities 
have had to fundamentally reassess the organisation of their home care 
services. The focus has been on enhancing service coverage through 
increasing flexibility and efficiency. To this end, new working-time sched- 
ules and contracts have been introduced, and there has been a Taylorisa- 
tion of services into fragmented, time-budgeted tasks. The local 
authorities still play an important regulatory role in setting the standards 
of service delivery through service agreements with subcontractors and 
through ‘benchmarking’ as a provider. 

Home care service jobs are classed as manual work, currently require 
no formal qualifications for entry (in line with many manual jobs in the 
UK labour market), and are relatively low paid. There is a new govern- 
ment initiative to introduce some formal training and qualifications 
among home care workers as part of a national policy of introducing 
more formal vocational training. However, the training required for home 
care workers is still limited compared to that required in the other coun- 
tries in this study and starts from a low base. Even so, meeting this training 
target is presenting logistical problems for some of the already hard- 
pressed social service departments. There are recruitment problems in 
areas where alternative manual employment jobs offering similar wages 
for women are widely available. 
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The Italian ‘family-based’ system of eldercare 


The lowest public providers of home care and residential services for the 
elderly are found in Italy and the other three Southern European coun- 
tries (see Table 6.1). Services are increasing slowly in each of these coun- 
tries but are still limited (Bettio and Prechal 1998). 

The Italian welfare system is based largely on monetary public transfers, 
with the family assigned the role as the main pivot of the care system, 
particularly for elder persons (Degasperi and Villa 2000). The welfare 
state model is designed on an implicit ‘male breadwinner’ conception of 
the family, guaranteeing a sufficient redistribution of financial resources 
to households via employment protection and high levels of social security 
coverage (i.e. for unemployment, illness, retirement) for those who are in 
the formal labour market. Financial transfers account for around 90 per 
cent of all care expenditures for the elderly, mainly through pensions 
(Degasperi and Villa 2000). The role of the private sector is limited. 

The family remains the main provider of care and primary mediator 
negotiating the system of public and private resources on behalf of elderly 
relatives. Families provide the sole care for three-quarters of all elderly 
persons who require assistance (Degasperi and Villa 2000: 5). This family 
working-time-based care system rests upon an explicit legal obligation, in 
contrast to the situation in a number of other countries (see Table 6.2). 
The low percentage of elderly people living in residential care has 
remained substantially unchanged since the 1950s. 

In recent decades, the Italian family has changed profoundly and 
become more heterogeneous, so it is now more accurate to talk about 
Italian families instead of ‘the Italian family’ (Degasperi and Villa 2000). 
This is evidenced in the dramatic fall in rates of fertility and marriage and 
increased marital instability (Bettio and Villa 1998), a growing trend for 
elderly persons to live on their own rather than with children,’ and the 
growing involvement of women in employment. Taken together, these 
factors mean that there are shrinking resources within the family system to 
provide eldercare. The growing proportion of the population that is 
elderly exacerbates this shortfall (Degasperi and Villa 2000). 

In recent years the sector has been changing, due largely to tighter 
public expenditure constraints amid increased service demand. Since the 
1970s, a process of deinstitutionalisation has been underway to reduce the 
long-term hospitalisation of elders (ricoveri impropri) on the basis that this is 
both costly and a poor form of care for those without serious health prob- 
lems. This policy shift reflected a changing ethos towards enabling the 
elderly to live socially integrated, independent and active lives supported 
by customised services to address specific personal needs. More recently, 
there has been a decentralisation of the administration of welfare, stimu- 
lated by a combination of legislation and budget reform to the health care 
system. This has fostered an expansion of home care services. 
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Home care services are financed through general taxation and 
managed by local municipalities. The home care services cover four main 
areas: assistance with self-care, domestic work, social care (establishing a 
positive relationship), and co-ordination with health and other services. 
Access to home care services is based on a social worker’s assessment of 
the elder person’s need according to that person’s health, social situation 
and economic resources. Clients make an income-related contribution, 
calculated on the basis of their own income, spousal income and the 
income of any relatives living in the same household. There is no legisla- 
tion establishing uniform provision across the country, and the amount 
and type of services available vary markedly across regions. The service is 
delivered mainly by non-profit organisations, which are increasingly called 
upon to make up for the shortcomings of public welfare and to substitute 
for informal networks. The supply of home services is still very scarce rela- 
tive to demand. After the family, the most important supplier of home 
care services is the informal economy provided by female workers who are 
unable to enter regular employment, including immigrants (Degasperi 
and Villa 2000). 

Since the 1990s, the contribution of non-profit organisations has 
grown, partly as subcontractors to the municipal authorities. A recent 
survey suggests that over 60 per cent of municipal home care services are 
fully or partly subcontracted and nearly 90 per cent of these subcontrac- 
tors are ‘social co-operatives’, which are a particular form of non-profit 
organisation defined in law.” As well as fulfilling its traditional role of 
trying to fill the gaps left by the shortcomings of public welfare, the non- 
profit sector increasingly provides an innovative role, since it is able to 
operate in the service market more flexibly than the public sector, notably 
in providing evening and weekend services. Its use of voluntary workers 
and greater use of unqualified home care assistants makes it a cheaper 
service (Degasperi and Villa 2000). 


Different national models of home care services 


It is evident from this overview of the main features of the public sector 
home care services in the six countries of our study that there are common 
features as well as differences in the way that this sector is organised. 

One common, fundamental feature is that women provide most of the 
informal and formal care services in each country. A second shared organ- 
isational feature is that home care services are generally financed by a 
combination of national and local taxation, and are the responsibility of 
local municipal governments. The Dutch system of funding is slightly dif- 
ferent, since the majority of funds come from a public insurance system to 
which employers and employees contribute. A third common feature is 
that in each country the municipalities are responsible for managing the 
public budget for home care services and for allocating service provision. 
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Home care services are allocated based on an assessment of the individual 
needs of the elderly person, and the elderly person makes some income- 
tested contribution to the service cost. However, a key organisational dif- 
ference is that in the Nordic and Dutch models of eldercare provision, 
there is a more explicit individual entitlement to a minimum level of 
service, and provision is generally more extensive than m the UK, and 
greater still than that provided in Italy. 

There also appear to be common pressures of growing demand on the 
service in conjunction with tighter public expenditure constraints on 
budgets. These pressures are leading to a number of restructuring meas- 
ures designed to enhance productivity and improve efficiency; however, 
the type and degree of restructuring appears to vary among the countries. 
These pressures on home care services and the changes that are occurring 
in response are explored in more detail in the rest of this chapter. 


The dynamics of change in the organisation of home care 
services 


There are a number of social and economic changes unfolding in most 
societies that are creating pressures for a restructuring of the organisation 
and delivery of home care services for the elderly (Figure 6.1). The first 
set of pressures is the demand for home care services from elders and 
their carers, arising from socio-demographic changes. This gives rise to 
the second pressure of changes in the supply of informal care. The third 
set of pressures are the policy and regulatory standards that provide the 
national framework for the home care service, and the fourth are the 
organisational pressures on the service at the local level. 

The demand for home care services has increased due largely to the 
demographic pressure of a continuing increase in the proportion of the 
population that is older (sixty years and above) or elderly (seventy-five 
years and above). It is the latter group that is most in need of care due to a 
sharp age-related rise in disabling conditions. The ‘young retired’ in their 
fifties and sixties are increasingly likely to assume dual care responsibilities 
for their grandchildren and their own frail relatives, since they are in 
better health themselves. This demographic pressure has been growing 
since the 1970s in each of the countries in this study, as in the EU 
member states generally (European Commission 1999; Hutton and Kerk- 
stra 1996; Walker and Maltby 1997). 

A second factor contributing to the increasing demand for home care 
services is a growing deficit in the capacity of informal care systems to 
meet the care needs of elders, which is straining the existing division of 
eldercare responsibilities between families and the state. This ‘informal 
care deficit’ is growing due to long-term changes in women’s employment 
and family relationships. One change is the increasing involvement of 
women in employment throughout their lives. Today it is more common 
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Figure 6.1 The dynamics of change in the home care service sector. 


for working-age women to be in the situation of juggling looking after 
their elders with the demands of employment, in contrast to earlier 
periods when there was a larger pool of non-employed women who pro- 
vided informal care. Furthermore, there has been a contraction in the 
pool of women in the peak eldercare years (forty-five to sixty-four years) 
with respect to the size of the elderly population (seventy-five years plus) 
(Bettio and Prechal 1998). Another change in the organisation of the 
family is that the supply of informal carers may also be shrinking as elder 
people have fewer children, are less likely to live with or near their chil- 
dren, and marital break-up makes issues of family loyalties and responsibil- 
ities between generations more complex. 

An additional, more speculative pressure is that social norms and 
expectations about the amount and form of informal care that is 
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appropriate may be adapting among elders and their carers, shifting pref- 
erences for some aspects of care to be acquired formally through citi- 
zenship entitlements or market purchases. This may be a pragmatic 
response in light of the reduced capacity of families to provide informal 
care. Norms may also shift if the quality of care offered in some home care 
services is good quality and perceived to be superior to that which infor- 
mal carers can provide, perhaps associated with innovation and special- 
isation in eldercare services. 

Alongside, and partly in response to, these socio-demographic pres- 
sures, the policy and regulatory standards that frame the organisation of 
home care services are changing. The first policy pressure is that the 
service standards and philosophy advocated by home care professionals 
has shifted in emphasis towards providing domiciliary services and 
‘community care’ to enable elders to remain in their own homes 
where possible rather than extended stays in hospitals or moving into resi- 
dential care. This shift in the objectives of home care services is linked 
with innovations in service delivery to promote health maintenance, reha- 
bilitation and independent living (e.g. mobility aids, household techno- 
logy, medical treatment, safe lifting techniques). An important 
component of this shift is the transformation of the service towards a 
more client-centred approach, with services tailored to the individual 
needs of the elderly. In many cases domiciliary (home-based) care is 
cheaper to provide than residential (institutional) care, making this 
service policy attractive to budget holders and government ministers alike. 
The result has been a general shift in state policy in favour of domiciliary 
care services and a slowing down or reversal of the expansion of residen- 
tial services for the elderly that had occurred in the 1970s and 1980s in 
most member states. 

The second policy pressure is the wider process of welfare state restruc- 
turing in many European countries designed to curtail public expendi- 
ture, and to increase productivity and cost efficiency through service 
reorganisation. Here the ‘cost disease’ argument can be invoked, which 
states that it is more difficult to reduce the costs of labour-intensive ser- 
vices through productivity gains than for less labour-intensive activities. In 
addition, the demand for public services is not rationed by market price 
mechanisms, but by citizen entitlements or claims, which tend to outstrip 
service availability. In this context, many European states have attempted 
to externalise eldercare through subcontracting or encouraging families 
to make their own informal provision or private purchases (European 
Commission 1999: 7; Meyer 2000). Some countries (e.g. Austria, France, 
Finland) have also introduced new social benefits and personal tax 
allowances to increase elder persons’ resources to purchase domestic 
help. Germany has introduced a ‘long-term care insurance’ similar to a 
pension scheme to cover the purchase of future care services, and a 
similar scheme is due to be introduced in Luxembourg (Bettio and 


Home care services for the elderly 149 


Prechal 1998: 31). These initiatives will provide a stimulus to the develop- 
ment of market provision of home care services (for-profit and non-profit 
companies). The state provides some financial support to informal carers 
through social benefits and tax allowances in a number of other countries 
(Bettio and Prechal 1998: Table 7 and appendix tables). 

The third policy pressure to consider is the national framework of 
industrial relations and employment regulation that shapes work organisa- 
tion in the home care services. This national framework is changing in 
many countries. For example, in relation to working time, new legislation 
and agreements have been implemented in a number of countries, and 
there has been a general shift towards a greater role for decentralised bar- 
gaining at sector and firm level. 

These different pressures of increased demand for home care services, 
in conjunction with the changing service requirements and tighter public 
expenditure constraints set by national state policy, may be expected to 
create a number of pressures on service delivery at the municipal level. 
These include changes in the content and organisation of home care ser- 
vices, perhaps involving technological innovation. Related developments 
that can be expected are new budget limits and costing mechanisms, 
including subcontracting. New personnel issues may also be present such 
as the negotiation of new working-time arrangements, new training 
requirements or recruitment problems. 

In the next section, we turn to the organisational case studies to see 
how home care services are being provided and developed in this context 
of rising demand and changing service policy. 


The dynamics of change: findings from the organisational 
case studies 


To obtain a closer understanding of how the various changes in national 
policy and service demand described in the previous section were affect- 
ing the delivery of home care services, research in all countries was carried 
out in two local authorities. The main findings from the organisational 
case studies are summarised in Table 6.3. 

In order to cope with public expenditure constraints and the growing 
demand of elderly home care partly linked to the ageing of the popu- 
lation and the deinstitutionalisation of elderly care, the local authorities in 
the countries analysed have followed various strategies, some in common 
and some divergent. These strategies are to some extent linked and 
shaped by the nature of welfare and employment regimes described previ- 
ously. However, the analysis of the country case studies reveals that the set 
of measures undertaken by the local authorities exhibits some cross- 
country similarities that do not necessarily fit with the overall philosophy 
of the various home care regimes described previously. Furthermore, the 
emphasis of policy often diverges among municipalities within countries 
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in relation to local economic and political conditions. Hence, even 
though some form of national path dependency prevails, certain simil- 
arities are evident in the measures undertaken, such as common tend- 
encies to subcontract part of home care services to private and/or 
non-profit organisations or efforts to professionalise home care work by 
creating more formal training and skills enhancement programmes. 

The major changes and strategies undertaken in the six countries may 
be classified in six themes: organisational restructuring, service rationing 
and subcontracting, work reorganisation (rationalisation and Taylorisa- 
tion), working-time restructuring, recruitment problems and professional- 
isation, and, finally, technological innovation. 


Organisational restructuring 


During the past decade, municipal responsibilities for home care services 
have been substantially restructured and reorganised. One common trend 
in the countries studied is decentralisation of the public sector home care 
services combined with an emphasis on unification or co-ordination of 
various health and social services. These changes were instigated by the 
various health care and eldercare reforms enacted during the 1990s. The 
aim of this restructuring is to establish a more integrated supply of elder- 
care tailored to local conditions and requirements, combined with pro- 
ductivity and efficiency gains accrued from the rationalisation of service 
delivery. This has often involved a restructuring of functional and finan- 
cial responsibilities at the municipal level. In the municipalities studied in 
Denmark, Finland, and the UK, the home care services have been reor- 
ganised to create a clear-cut distinction between those who are respons- 
ible for assessing the home care needs of elder persons and those who are 
responsible for providing the services. 

This restructuring of functional and administrative responsibilities has 
been accompanied by a number of other changes in service delivery, 
although the extent and nature of these changes varies among the coun- 
tries. It has facilitated the use of subcontractors to deliver home care ser- 
vices, with the most extensive use having occurred in the UK. It has also 
affected work organisation. In some countries (Finland, the Netherlands 
and Sweden), the emphasis has been upon the introduction or extension 
of teamwork, implying greater autonomy and increased responsibilities 
for the employees. In others, the tendency in work reorganisation has 
been towards a more intensive Taylorisation and fragmentation of tasks 
rather than more autonomy and responsibility. Finally, the task content of 
home care work has been modified to encompass more care-intensive 
activities. In other words, these organisational changes have to some 
extent paved the way for an upgrading or ‘upskilling’ of home care work 
through occupational changes such as the introduction of more training 
and the creation of new career grades among home care employees. 
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Service rationing and subcontracting 


To curb public expenditure, the local authorities in some countries (the 
Nordic countries and the UK) have tried to restrain the supply of home 
care services by reducing the volume of clients and concentrating their 
efforts on very old persons in need of help. The eligibility criteria have 
become more severe and a reallocation of resources has been made in 
favour of individual care (e.g. health care at home, personal hygiene) to 
the detriment of household-related services (e.g. cleaning, errands). In 
Finland, and to some extent in Sweden, the local authorities no longer 
provide cleaning services and the customers who need less demanding 
care are redirected to the third-sector or private firms. 

Partly because of a growing overall emphasis on market and client ori- 
entation, some countries (e.g. Denmark, Finland, the UK) have, during 
the past decade, shown a marked tendency to outsource home care ser- 
vices to private firms or third-sector organisations. In the Nordic coun- 
tries, this trend coincides with the overall debate on the restructuring of 
the welfare state. This debate has focused primarily on issues related to 
the rationalising and reorganising of welfare services in order to reduce 
costs and maintain, or even improve, the quality of the services provided 
in a context of growing public expenditure constraints and increased 
demand for elderly care. 

The Danish and Finnish case studies show that the local authorities 
have increasingly subcontracted part of their home care activities to 
private companies. To illustrate, in one of the Danish municipalities, 
private firms now provide all home care activities. In Finland, the tend- 
ency to subcontract the provision of home care services, prevalent in one 
of the municipalities surveyed, is constrained by the availability of private 
service providers. In contrast, in Sweden, home care remains clearly 
dominated by public sector both in terms of financing, need assessment 
and provision of services, and subcontracting to either private or non- 
profit organisations remains limited. 

The two Danish case studies are also good illustrations of intra-country 
variations in home care provision. The two local authorities have coped 
with the common pressures of budget and increased customer orientation 
differently. One municipality has relied on outsourcing; while the other 
has rationalised home care activities by a Taylorisation of home care tasks 
(see the following section). The political composition of the municipality 
seems to play a large role in the nature of the orientation chosen. In the 
‘outsourcing’ municipality, the extensive subcontracting and privatisation 
process of home care services has been initiated by the radical right-wing 
party in power in the local authority, strongly in favour of minimising 
public services. The outsourcing process in this Danish municipality took 
several years. In the first phase, less demanding home care services such as 
cleaning and catering tasks were subcontracted to private organisations. 
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In the second phase, starting in November 1999, more complex nursing 
tasks were also subcontracted to private firms. However, the nurses’ trade 
union did not acknowledge the legality of the outsourcing of nursing 
tasks, and there were lengthy negotiations between the local authorities, 
the private firms and the trade union of nurses. Finally, in the third phase, 
starting in April 2000, all of the elderly care activities were subcontracted 
to private firms. Even if the Danish example may be considered an 
extreme case and not representative of the Danish home care sector as a 
whole, it illustrates the emergence of new tendencies in the Nordic social 
democratic system of eldercare. Similarly, within the UK, the degree to 
which municipalities have embraced subcontracting is affected by the 
political orientation of the municipal leaders and local economic con- 
ditions and industrial relations. 

One of the Finnish municipalities has also chosen to outsource a part 
of its home care activities. However, the outsourcing process is still in the 
initial stages, and only 2 per cent of home care services are subcontracted 
to external care providers. Like the Danish case, the pressures for out- 
sourcing elderly care are coming from local politicians and are often 
related to the political composition of the municipality. In Finland, the 
major obstacle to outsourcing home care services has been the lack of suit- 
able private care providers. It is also interesting to note that these out- 
sourcing tendencies are also related to cost considerations and the timing 
of service during the day and the weck, and therefore have an impact 
upon work organisation. In order to extend service availability and to 
reduce the cost of a lengthening of operating hours, one of the Finnish 
municipalities has subcontracted part of evening, night and weekend work 
to private care providers. In Italy, too, the outsourcing of home care from 
public sector to social co-operatives responds to cost consideration and 
service availability. Hence the growing requirement to provide services in 
the evenings and at weekends are in some local authorities being met by 
subcontracting part of home care activities to less costly/more flexible 
private firms (Finland) or third-sector organisations (Italy). 


Work reorganisation: rationalisation and Taylorisation of home care jobs 


The country case studies show that municipal home care work is usually 
organised on the basis of semi-autonomous teamwork, delivered through 
various forms of fixed or rotating shift patterns, which are discussed sepa- 
rately below. In most countries, the teams are responsible for planning 
and allocating their own work for their elder clients under the supervision 
of a team leader. The combination of increasing demands on home care 
services due to demographic pressures with the financial constraints of 
public expenditure budgets on service delivery has had a significant 
impact on the content of home care service jobs and work organisation in 
several countries. 
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As revealed by the Danish, Dutch and British case studies, one major 
change has been the increased “task and time’ Taylorisation of home care 
jobs, and hence closer management of service delivery. In these countries, 
the local authorities have introduced systems that detail the tasks to be 
performed and how long each task should take as a basis for budget calcu- 
lations, using precise time allocations. This development is in line with the 
requirements for a more clear-cut functional division between purchasing 
and providing departments, for customised, individual ‘care packages’, 
and the financial framework of subcontracting comparisons and budget 
limits mentioned above. In one of the Danish organisations, the primary 
aim of introducing detailed time indicators was to secure homogeneity 
and transparency in service provision. Here, the time indications were the 
result of negotiations between different municipal decision-makers and 
practitioners. Thus, the time estimates were not based on actual time 
studies, but on a political basis. In contrast, the time allocations used for 
budgeting in the British case studies were intended to estimate the actual 
average time allocated to each task, and hence the number of hours of 
home care to be provided to the elder client in the overall ‘care package’. 

The British, Danish and Dutch case studies reveal the limits and draw- 
backs of the standardisation and Taylorisation of home care activities by 
identifying a number of tensions arising from the precise detail and time 
budget of care plans devised by the purchasing units. Often the care plans 
were not sufficiently flexible to accommodate the needs of the client; the 
specifications did not allow enough time for daily variation in health and 
ad hoc tasks or intangible social care. In practice, home care is hardly com- 
pletely ‘plannable’, and the rather quantitative approach neglected the 
quality of care and/or employee satisfaction. In the UK, the Taylorisation 
of home care activities has resulted in a more intense and hurried work- 
load, with less time for social care and a loss of autonomy for the worker. 
The functional split between service purchaser and provider also meant 
that the provider team no longer had the ability to adapt the care plan as 
the client’s needs changed. Instead, the service purchaser had to be noti- 
fied and a formal review undertaken; and, in the intervening period, the 
discrepancy between the actual and required care plan affected the 
service quality and morale of both the worker and the elderly client. 

A second change concerns the content of home care services. In 
Finland, Sweden and the UK, the ‘pensions and shopping’ model of home 
care — where this term means that the job primarily involves tasks such as 
collecting pensions, doing the shopping and cleaning - is being replaced 
by one which focuses upon personal care tasks. This shift in the nature of 
the job includes more health-related functions such as the supervision of 
medication and lifting elderly persons. This is a result of the increased tar- 
geting of service provision on those most in need of assistance (the oldest 
and most frail), yet for whom it is still feasible and cost-effective to receive 
care in their own homes rather than in residential care. 
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Working-time restructuring 


Home care service provision is characterised by regular, daily peaks in 
demand associated in particular with helping elder people to rise in the 
morning and to get ready for bed in the evening, but also with mealtimes 
and other periods in the day and week for clients in need of more inten- 
sive help. This form of service delivery can be met through various 
working-time arrangements encompassing either part-time or full-time 
hours and fixed or rotating shift patterns. It is evident from the case 
studies that working-time arrangements diverge in important ways among 
the countries studied. 

The most striking working-time difference revealed by the case studies 
is the extent of part-time work in the home care sector. In Finland and 
Italy, the majority of home care employees are employed on a full-time 
basis; in Sweden and Denmark, long part-time hours dominate, while 
shorter part-time jobs are more prevalent in the UK and the Netherlands. 
These differences in working-time patterns in home care reflect the 
overall national differences in women’s working-time arrangements, as 
shown in Table 6.4. Hence, the dominant features of working-time pat- 
terns in home care seem more related to the gendered working-time pat- 
terns prevailing in each country than to productive constraints in service 
delivery.“ 

The working time of home care employees is regulated by collective 
agreements in all the countries studied, but the coverage of collective 
agreement varies among the countries and also between public and 
private providers. There is some national variation in the normal weekly 
working hours for full-time employees, ranging between forty hours a 
week for daytime employees in Sweden and Finland to thirty-six hours a 
week in the Netherlands. The base period for calculating standard weekly 
working time varies also between countries, from a thirteen-week period 
in the Netherlands to a year in some countries (e.g. Finland and Sweden). 


Table 6.4 Women’s employment patterns in the countries in the study 


Country Per cent female Percentage of Average weekly hours of female 
employment rate employed women employees 
who work part-time 


Full-timers Part-timers All 


Denmark 70 34 38.4 21.6 32.5 
Sweden 66 40 40.4 24.7 33.5 
Finland 61 17 39.3 21.1 35.5 
Netherlands 59 69 39.3 18.6 24.9 
UK 63 44 41.0 18.2 31.0 
Italy 37 16 37.9 22.1 34.0 


Source: European Labour Force Survey, 1999 data. 
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In the Nordic countries and the Netherlands, the prevailing collective 
agreement stipulates in most cases wage compensation and shorter 
working time for employees working evening and/or night or weekend 
shifts. National agreements may be partly or entirely replaced by local 
collective agreements in countries such as the Nordic countries, where 
union density is high and there is a high coverage rate of collective agree- 
ments. In these countries, working-time regulations apply even for the 
subcontracting firms, and there are no major discrepancies in working- 
time regulation and pay between public and private providers. By contrast, 
in Italy and the UK, working conditions, working-time regulations and pay 
vary according to the type of service providers (private/public and non- 
profit organisation). For example, in the UK, the union density is higher 
among local authority employees, with national-level agreements for 
public sector employees in place. This is in contrast to the more frag- 
mented industrial relations system in the private sector in Britain, where 
union density is low, and agreements are reached at company rather 
than sector level. Union representation is particularly low in the private 
service companies offering services such as home care, cleaning and so 
forth, and very few private-sector home care workers are covered by 
collective agreements. 

Overall, with the exception of the Netherlands, working-time reduction 
has not been a central issue in recent collective bargaining for home care 
employees. This is partly related to the extensive use of women employed 
part-time in four of the countries studied (Denmark, Sweden, the Nether- 
lands and the UK), combined with the low wages that prevail in the home 
care sector. In the Netherlands, the full-time working week has been 
reduced in recent years from thirty-eight to thirty-six hours per week in 
line with widespread negotiated reductions in full-time hours across the 
economy, but in the home care sector the main result of the reform has 
been a lengthening of working hours for part-timers. This is because in 
connection with the working-time reduction of full-time hours, all 
employees received new contracts. Part-time hours were recalculated in 
order to avoid unusual numbers of working hours when implementing the 
collective reduction. The principle adopted was to round the new number 
of hours upwards. 

It is changes in working-time practices and operating hours rather than 
working-time reductions that have dominated negotiations in the home 
care sector in most countries in recent years. In Finland, working-time 
practices and opening hours changed during the 1990s to become more 
customer-oriented. Until 1993, working time in elderly care was mainly 
8a.m. to 4p.m. on weekdays, largely organised around full-time schedules. 
In one of the Finnish municipalities, the home care unit has now 
extended service hours by introducing evening shifts (until 9p.m.) and 
some weekend hours for clients in very poor health. This change in 
working hours has been implemented largely through reorganising full- 
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time working hours rather than through the introduction of part-time 
contracts. As previously mentioned, due to cost considerations, weekend 
services are, however, usually subcontracted to private home care entre- 
preneurs or third-sector organisations. 

Similarly, in the UK, the local authorities have faced an increased 
demand for home care services in the evenings and at weekends. As a 
result, working-time restructuring has been a major issue for local indus- 
trial relations in recent years, but, unlike the situation in Finland, this has 
been organised around the continued use of part-time contracts. The 
implementation of this restructuring has been managed in different ways 
in the two British case studies, reflecting the different local contexts. One 
municipality has phased in new working-time contracts gradually with new 
recruits, while retaining existing employees on the old contracts. This 
strategy was adopted to avoid industrial conflict and recruitment dif- 
ficulties due to buoyant local labour market conditions. Within the ‘best 
value’ competitive framework, the local authority was committed to main- 
taining in-house provision rather than subcontracted services by ensuring 
that in-house providers could compete successfully on price and quality 
comparisons. In the second case study, working-time restructuring had 
begun more recently and rapidly. The contracts of existing home care 
workers were being renegotiated to introduce contractual requirements to 
work evenings and weekends and to give greater scope for the employer to 
develop a wider range of schedules. For example, 80 per cent of the exist- 
ing workforce had no contractual obligation to work between 4p.m. to 
10 p.m. The context of this drive for working-time restructuring was that 
increased operational flexibility was required to compete with the growing 
use of subcontracted private companies by the local authority’s home care 
purchaser section. Otherwise, job losses were projected in the near future. 
The reorganisation was unpopular among the home care workers, exacer- 
bated by the limited alternative job opportunities in the stagnant local 
economy, and the managers who were driving this organisational change 
were mindful of the need to circumvent the possibility of industrial 
dispute. 

In both of the British local authorities, the new working-time contracts 
being implemented are exclusively part-time hours of thirty or less per 
week, which means that up to seven hours of overtime can be worked 
before the thirty-seven-hour full-time threshold for an overtime premium 
is reached. The new contracts also contractually obligate home care 
employees to be available to work between 7a.m. to 10p.m., including 
weekends. Under these new working-time systems, there are no premium 
additions for working evenings, weekends or bank holidays, in exchange 
for a higher, consolidated basic rate. The new work schedules have 
been designed to reduce overtime work and, where extra hours are 
worked, these will be at basic hourly rates rather than at overtime 
premium rates. 
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Recruitment problems and professionalisation 


In each country, the case studies confirm that the home care service work- 
force is highly feminised, with women accounting for about 90 per cent or 
more of the workforce. It is a labour-intensive and low-paid sector. In 
many countries, the bulk of the workforce is in manual occupations, often 
with low or no formal qualification requirements. The low level of qualifi- 
cations of the existing workforce is partly due to the fact that in most 
countries there were, until recently, no formal skill requirements to enter 
home care work. However, there are important national differences in the 
skill requirements. For example, formal entry requirements are higher in 
the Nordic countries than in the UK. The Netherlands is a particular case 
where home care is part of the health sector, and there is a clear and 
established hierarchical difference between the lower skilled home 
helpers and more highly skilled home nurses. Formal skill requirements 
exist for home helpers, but are more limited than the high level of voca- 
tional education required by home nurses. 

Most of the case study organisations were facing either labour 
shortages’ or a mismatch of skills between the existing workforce and the 
changing job content of home care work. In response, most have intro- 
duced more formal qualification requirements for entry and provide 
more vocational training than previously, giving home care employees the 
opportunity to upgrade their skill levels and obtain a formal qualification. 
The rationale for this is to raise the professional status of the occupation. 
The managers in the case studies explained that this strategy of ‘profes- 
sionalisation’ has been adopted for two reasons. One is to improve the 
quality and efficiency of the service provided, since the job content has 
shifted and increasingly requires health-related care skills. The second 
objective is to improve or ‘modernise’ the status and career path of home 
care employees, and in turn address labour shortages by reducing 
turnover and attracting new recruits. 

Given that labour shortages have emerged in the home care sector 
despite the low qualification requirements, managers did not consider it 
feasible to redress labour shortages by further reducing qualification 
requirements or conducting a general ‘deskilling’ of the occupation, 
which in any case runs counter to the changing job content. Rather the 
recruitment problem appears to be linked to the low wages, limited 
promotion ladder, and other poor employment conditions such as limited 
training opportunities, intensification of workloads and the demanding 
nature of caring for elderly people. These recruitment difficulties seem to 
have increased over time as new generations of women enter the labour 
market with more qualifications and different ambitions, labour market 
expectations and gender role attitudes. As one manager in the British 
study explained, the traditional recruitment pool used to be women 
seeking local home care work as an extension of their domestic activities 
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as wives, mothers or daughters, but this pool of potential recruits is shrink- 
ing in availability (Fagan and Nixon 2000). 

Hence, in order to cope with the increasing imbalance between the 
growing service demands and recruitment difficulties, managers have 
developed organisational strategies that focus mainly on training, profes- 
sionalisation and career enhancement, but with less evidence of wage 
increases. To illustrate, in the UK a new grade of ‘senior home care 
worker’ was introduced, which provided one step on a career ladder. This 
grade was created in one authority to help managers run teams of home 
care workers, and in another to deal with specialist tasks. However, the pay 
is only slightly higher than that of home care workers. Subsequent 
opportunities for advancement into management are currently limited. 
The entry requirements for managerial grades are also changing, with a 
growing emphasis on management skills alongside social work qualifica- 
tions. 

Given the dissatisfaction of employees with respect to career prospects 
and the large labour shortages, the Dutch organisations have also put con- 
siderable effort into increasing career opportunities. A training pro- 
gramme has been developed that offers home helpers several 
opportunities to specialise and be promoted to care jobs. This new system 
intends also to stimulate mobility between the home help units and the 
nursing and care units. 

The skill level and skill requirements of the workforce also vary accord- 
ing to the type of service providers. In Italy, for example, the home care 
workers employed by the local authorities are on average more educated 
than those in the social co-operatives, associated with the municipalities’ 
higher formal entry requirements. As stressed by the Italian monographs, 
the social co-operatives provide an entry to the market for less skilled 
labour (mainly women with low education levels and immigrants°), where 
wages are also lower than that received by home care workers in the 
public sector (Degasperi and Villa 2000). Similarly, in the UK, the subcon- 
tracting of home care work has seen the emergence of a labour market 
increasingly divided into a relatively advantaged sector, on the one hand, 
made up of public sector employees and a minority of independent sector 
providers (usually voluntary organisations), and a more casualised sector, 
on the other hand, of private (for-profit) organisations. The casualised 
sector is characterised by inferior pay, as reflected in hourly rates and in 
sickness and holiday entitlements, less training and poorer working hours 
(i.e. no minimum hours guarantee plus variable and unpredictable 
working hours) (Ford et al. 1998). 


Technological innovation 


Another interesting development revealed by the case studies is the con- 
trasting use of modern information technology within home care. In all 
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the countries, some technological innovation in the service has taken 
place, such as new forms of equipment to assist older persons and the 
increased use of mobile phones by some home care workers. However, the 
case studies reveal marked differences among the countries in the extent 
and form of technological innovation. For example, in Finland, the use of 
the Internet is being developed for home care workers and service users, 
while in the UK the use of information technologies is much less 
developed. 

To illustrate, one of the Finnish municipalities has introduced a new 
Internet-based system of ordering food and other household-related 
goods, Foodnet. This technical innovation allows home care employees to 
order groceries and other shop goods through the Internet. Local shop- 
keepers deliver the ordered goods directly to the customer. Previously, 
home care workers gathered goods in stores, taking about half an hour 
per customer, and this new arrangement gives extra time for care at 
home. 

Another example is that the Danish time/task evaluation system 
described above is supported by a highly developed technological moni- 
toring system. Each client has a bar code attached to the door, which the 
home care worker uses to check in and out. Furthermore, the home 
helper has a diary with a bar code attached to each task, so when the task 
has been completed, the home-helper scans this at once. Thus the group 
manager has a detailed overview of the tasks performed minute by 
minute. This system allows a higher transparency, homogeneity and 
detailed monitoring of the services delivered. 

As stressed in the Finnish monograph (Anttila and Nätti 2000), health 
care is expected to evolve into one of the most information-intensive 
industries, particularly in home care. The wider use and access to informa- 
tion and communication technology will offer new possibilities for elderly 
and chronically ill people to live in their own homes instead of in hospi- 
tals and institutions. We may therefore expect that the spread of informa- 
tion and communication technologies will reinforce the trend towards 
externalisation and decentralisation of services in home care and will have 
large impacts on both the clients’ welfare and work organisation. The 
potential productivity gains associated with these new technologies will 
make it possible to reallocate resources to a more care-intensive service 
through rationalising some household-related activities and thus partly 
alleviate the ‘cost disease’ of the industry. However, the extent to which 
the sector makes use of information technologies is likely to vary among 
countries for some time associated with differences in labour costs, the 
existing technology infrastructure, and future investments in both techno- 
logy and related training requirements (for example, the contrast 
between Finland and Italy or the UK). 
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Conclusions 


In order to cope with public expenditure constraints and the growing 
demand of elderly home care, the countries analysed in this study have 
followed various strategies, some in common and some divergent. 
However, the survey of the country case studies reveals that the set of 
measures undertaken by the local authorities exhibits some convergence 
that is not necessarily coherent with the identified home care regimes. 
Hence, even though some form of national path dependency prevails, 
some similarity is evident in the measures undertaken, such as common 
tendencies to subcontract part of home care services to private and/or 
non-profit organisations or efforts to professionalise home care work by 
creating more formal training and skills enhancement programmes. 
However, the extent and the form of restructuring that are occurring vary 
among countries. 

Overall, due to the increasing service demands, tighter financial con- 
straints and market competition, public sector home care services are 
being reorganised and more closely managed and costed. On one hand, 
the jobs of home care workers have, in some countries like the UK, and to 
some extent Denmark and the Netherlands, become less autonomous and 
now involve more evening and weekend work. On other hand, most local 
authorities have striven to professionalise home care work by creating 
more formal training and skills enhancement and the introduction of a 
small promotion ladder. These developments may raise the status of the 
occupation and partly circumvent the large recruitment problem in the 
home care sector, but the success of this strategy is likely to be under- 
mined by the lack of planned initiatives to raise the wages of this low-paid 
manual occupation. Given that a growing proportion of home care ser- 
vices are subcontracted to private companies whose competitive edge is 
due at least in part to lower wage costs, the remuneration of this occupa- 
tion may deteriorate, especially in countries with a relatively low union 
density. It cannot be assumed that labour shortages will in themselves 
drive up home care wages and thus ‘correct’ the labour shortages in this 
sector, at least over the medium term. A clear example is the persistent 
shortages of nurses in many countries despite interventions to improve 
wages and career structures, which illustrates how female-dominated work- 
forces in care-related occupations can ‘turn their backs’ and seek altern- 
ative employment opportunities. 

Despite efforts to externalise care services to the market or to reinforce 
family provision in some countries, the state will remain at the centre of 
public debates and conflicts about the extent and quality of care provision 
and the working conditions of employees in this field. One suggestion 
voiced in some political debates is for families to take on more responsibil- 
ities for care of the elderly; proponents usually evoke an idealised image 
of family relationships and support from a previous ‘golden age’. 
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However, this is not a viable solution, for the family cannot bridge the 
deficit gap between the resources demanded and those available for 
caring for both the very young and the elderly population. Another sug- 
gested solution is for an increased role for the market, with the state 
acting as regulator and part-financer of purchased services, rather than 
direct provider. This approach displaces rather than addresses the issue of 
service standards and resource levels. Hence, the question remains: What 
level and type of care do citizens have the right to expect in their older 
years, and who should provide this care and bear the costs? 


Notes 


1 The concept ‘care’ has a number of dimensions, including legal responsibility, 
practical tasks, emotional support, financial support and mediation on behalf of 
the person being cared for (Daly and Lewis 2000; European Commission 1999). 

2 Even among those living on their own, 59 per cent declare that they see their 
children every day; another 20 per cent, more than once a week. However, there 
is a substantial difference in the type and content of care provided in regular 
contact in contrast to that available when living with the family (Degasperi and 
Villa 2000: 8). 

3 Article 1 of law 381/91 defines the aim of ‘social co-operatives’ as to ‘pursue the 
goals of human enhancement and social integration through the management 
of social-health and educational services’ (Degasperi and Villa 2000: 15). 

4 These differences are partly attributable to the different welfare state regimes, 
both as employers of women in the public sector, as Esping-Andersen (1990) 
has argued, and for the level of care services provided to ease the reconciliation 
of employment with domestic responsibilities. However, work organisation and 
working time also influence women’s employment patterns, and here industrial 
relations and employment regulations, education and training systems, and 
organisational structures and production systems play a key explanatory role. 

5 Labour shortage in elderly care is related to a relatively high labour turnover 
both in terms of voluntary quits connected to heavy workload and stress, and in 
terms of recruitment problems. 

6 Immigrant labour — both legal and illegal — can be a major source of cheap labour 
in the informal economy of care work, both for the elderly and for children. 
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7 The reluctant nurses 


Labour shortage and recruitment 
crisis in the hospital sector — a 
comparison of Belgium, Italy, 
France, the Netherlands, Sweden 
and the United Kingdom 


Christophe Baret 


Introduction 


This analysis draws on reports from Belgium, Italy, France, the Nether- 
lands, Sweden, and the United Kingdom (Anxo and Nyman 2000; 
Piovesan 2000; Plantenga and Remery 2000; Plasman and Lumen 2000; 
Rubery et al. 2000; Villa and Zeni 2000). To compare the situations 
observed in the six countries investigated, certain methodological choices 
had to be made, both from the point of view of the population studied — 
that is, individual hospitals — and of the data-gathering process itself. 

First, we focused on the public sector, which remains by far the largest 
player in all the countries. Indeed, in the six countries investigated, the 
healthcare sector is still largely under state supervision. The private sector 
is expanding in all the countries, but its share of provision is very much 
smaller than that of the state, except in Belgium, where the university hos- 
pitals are considered to be private-sector organisations, although they are 
funded in exactly the same way as public hospitals. 

In addition to carrying out an overall study of the sector in each 
country, the research teams also conducted in-depth surveys in a public 
hospital (see Table 7.1 for the main characteristics of these hospitals), and 
more particularly in two departments, namely, obstetrics-gynaecology and 
orthopaedics; that is, one department whose activities can be planned to 
some extent and one dealing with emergencies. In the departments, semi- 
guided interviews using a standardised interview schedule were carried 


Table 7.1 The hospitals investigated 


Belgium Italy France UK Netherlands Sweden 


Number of beds 858 485 300 962 742 2,700 
Size of workforce (individuals) 2,680 906 1,000 4,568 2,529 15,200 
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out in spring 2000 among nursing managers, nurses and trade union rep- 
resentatives or works council members. These interviews were supple- 
mented by an interview with the hospital’s human resources manager and 
by documentary evidence. 

Since the end of the 1990s, researchers in the social sciences have 
become increasingly interested in the changes in the employment rela- 
tionship in the public healthcare sector. This sector has undergone pro- 
found changes as a result not only of governments’ desire to contain 
healthcare expenditure but also of technological changes, medical 
advances and public pressure for improved quality of care. Having investi- 
gated changes in the organisation of healthcare systems, researchers have 
gradually turned their attention to changes in human resource manage- 
ment practices. 

In investigating these changes, many researchers have drawn on inter- 
national comparisons (Mossé and Arrowsmith 1999; Bach 2000; Com- 
Ruelle et al. 2000). After all, increasing European integration raises serious 
questions for national healthcare systems. As Letourny (2000) notes, while 
there are still profound differences in the organisation and working of 
national systems, as witness, for example, the persistent divide between the 
Beveridge and Bismarck models, certain developments transcend national 
boundaries, notably the rationing of expenditure, the shifting of the 
burden of costs towards households, the increased devolvement of respons- 
ibility to individual hospitals and the decentralisation of management. 

This tightening of the economic constraints on healthcare systems has 
gone hand in hand with increased tensions in the employment relation- 
ship and the labour market. In many European countries, health workers 
have denounced the deterioration in their working and employment con- 
ditions and demanded greater economic and social recognition for their 
professions. Weary of the excessive demands on their overloaded working 
days, nurses are opting for total or partial withdrawal from employment. 
Part-time working, agency work or self-employment is increasingly being 
preferred to full-time employment in hospitals. Discouraged by the con- 
straints and pressures, young people are reluctant to embark on careers in 
nursing. 

As a result, a shortage of nursing staff is gradually emerging across 
Europe, and the actors concerned have not yet managed to find a satisfac- 
tory response. What is the cause of the deterioration in employment and 
working conditions? What impact does the labour shortage have on the 
actual functioning of hospital departments? How can departments, hospi- 
tals and public authorities try to manage this shortage? These are the 
main questions we will attempt to answer in this chapter, drawing on an 
analysis of the management of the employment and working time of 
nursing staff in six European Union (EU) member states. 

Having outlined in the following section the theoretical framework, 
which is based on the societal effect approach, we will compare the 
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characteristics of the employment and organisation of working time of 
hospital nursing and care staff in six EU member states in the third 
section. We will then go beyond comparative observation to reveal the 
main factors that are placing employment and the management of 
working time under stress in the fourth section. In particular, we will see 
that, while hospitals in the six countries are subject to similar economic 
and organisational constraints, the responses in terms of working-time 
management differ considerably from country to country. However, none 
of them seems to have been able to resolve the fundamental problems of 
the deterioration of working and employment conditions and the short- 
age of labour. 


Theoretical framework based on societal analysis 


The theoretical framework adopted for this research is based on the soci- 
etal effect approach developed by researchers at Laboratoire d’Economie 
et de Sociologie du Travail-CNRS (LEST), in Aix en Provence, France 
(Maurice et al. 1982). 

Drawing on some earlier studies of labour management practices in 
hospitals (Foulon 1995; Pouvourville 1996; Armstrong-Stassen et al. 1998; 
Mossé and Arrowsmith 1999) and on international comparative studies of 
employment and the management of working time in service industries 
(Baret et al. 1998, 2000), we will seek first to develop an interpretive frame- 
work based on four social relationships that interact with employment and 
working-time management. 


The socio-economic relationship 


The demand for healthcare is regarded as socially constructed and at the 
heart of interactions between hospitals, patients, the healthcare profes- 
sions, the public authorities and health insurance providers. The construc- 
tion of this relationship is based on the hypothesis that the increasing 
economic constraints which weigh heavily on healthcare systems, namely, 
the ageing of the population, the increasing attention paid to the quality 
of healthcare by the media and the general public and so on, interact with 
employment and working time, the content of work, and the competen- 
cies and level of involvement demanded of workers. 


The organisational relationship 


The hypothesis here is that hospitals’ organisational structures (and in 
particular the centralisation or relative autonomy of individual hospitals), 
the ways in which new technologies are deployed and the division of 
labour among the healthcare professions have an important influence on 
working time, the content of work and employees’ competencies. 
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The domestic relationship 


The hypothesis presented here is that the domestic distribution of roles, the 
existence and use of family infrastructures (e.g. crëches, nurseries), and 
family policies and legislation (e.g. parental leave, health insurance, bene- 
fits, and allowances) exert considerable influence on individuals’ labour 
supply and, consequently, on the organisation of working time in hospitals. 


The industrial relationship 


It is assumed here that national and sectoral norms with respect to pay, 
social security contributions, taxation, training, and incentives to create 
jobs and develop part-time working influence both hospitals’ demand for 
particular work schedules and the supply of labour offered by individuals. 
These norms are defined by the social partners, including the state, and 
are therefore the result of power relationships and of national industrial 
relations systems. 

The use of societal analysis as a theoretical framework serves as a basis 
for developing a multi-dimensional interpretive model that combines the 
sectoral, hospital and departmental levels of analysis, on the one hand, 
and, on the other, the four social relationships outlined above. In order to 
clarify our argument, the presentation of data and actions has been struc- 
tured by level of analysis, while the social relationships will be introduced 
into the discussion when the factors placing working time under stress are 
brought into play. 


Employment and working time organisation: figures and 
reforms 


In any analysis of employment and the management of working time, 
three interlinked levels of analysis must be considered: the sector, the 
establishment and the department. Each level is heavily influenced by the 
level above it but also has its own characteristics shaped by the autonomy 
of the actors operating at that level. 


The sectoral level 


The sectoral level was investigated largely by means of three character- 
istics: the organisation of national healthcare systems, employment, and 
the regulation of working time. 


The organisation and reorganisation of the healthcare sector 


One initial shared characteristic is the high level of health expenditure 
relative to each country’s GNP.! Since the early 1990s, national govern- 
ments have fought hard to contain the increase in such expenditure. 


Recruitment crisis in the hospital sector 169 


These efforts were made necessary in part by the budgetary constraints 
that the signatories to the Maastricht agreements imposed upon them- 
selves in an attempt to limit government deficits in the European Union. 
In order to increase the economic efficiency of national health systems, a 
process of management decentralisation has been underway in all the 
countries for some years. Regional authorities and individual hospitals are 
now allocated budgets to which they have to adhere. 

In Italy, for example, the 1992 reform transferred the management of 
healthcare facilities to the ‘aziende sanitarie local’. Hospitals (aziende 
ospedaliere) were given increased autonomy and are now contractually 
linked to their local health authority. 

In the UK, the 1990 reform introduced an internal market within the 
health service and set up the district health authorities, which were to enter 
into contracts with service providers on behalf of the local population. Hos- 
pitals were given autonomous ‘trust’ status, with almost complete responsi- 
bility for budget management being devolved to individual trusts. 

In Sweden, regional authorities and municipalities have become more 
involved in the management of the healthcare infrastructure. Since 1992, 
the municipalities have been responsible for managing facilities for the 
elderly and the handicapped. Hospitals are managed by the regional 
authorities, which have the power to raise the taxes necessary to fund 
them. In 1997, central government introduced new budgetary rules for 
regional and local authorities that impose a strict obligation on them to 
balance their books. This has led them to take action to reduce expendi- 
ture on healthcare. 

In France, the ordinances of April 1996 set up Regional Hospital Agen- 
cies with the aim of improving the control and co-ordination of hospital 
services at regional level (introduction of regional plans for the organisa- 
tion of health and social services). Every hospital, whether public or 
private, has to draw up its own plan that fits in with the regional plan. The 
Regional Hospital Agencies are also responsible for budgetary control. 

The main consequence of this decentralisation — and this is precisely 
what was intended — has been to encourage hospitals to control their 
expenditure, particularly their personnel costs, which make up about 60 
per cent of hospitals’ operating costs. 

In several countries (e.g. France, Belgium, Italy) the supervisory author- 
ities have introduced a system of budgetary control based on the Amer- 
ican ‘diagnostic-related groups’ method, whereby funds are allocated in 
accordance with the conditions treated by each hospital. The hospital 
receives a predetermined budget for each case. The introduction of this 
method of calculating budgets encourages hospitals to: 


° Merge in order to achieve economies of scale. As a result, small hospi- 
tals are gradually disappearing. In Italy, for example, the number of 
hospitals fell from 1,848 in 1995 to 1,589 in 1997 (Istat 1998). 
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e Reduce the number of beds in order to increase bed occupancy rates. 
In Belgium, for example, the number of beds fell from 68,404 in 1985 
to 57,703 in 1995 (INS 1996). 

e Reduce the length of hospital stays. In Italy, for example, the average 
length of stay fell from 11.1 days in 1993 to 9.4 days im 1996 (Istat 
1998). 


The structure of employment 


In all six countries, the healthcare systems account for a high share of the 
economically active population in employment. The share varies from 
3.35 per cent in Italy to 6 per cent in Sweden and France.” 

In terms of the management of employment, therefore, the tendency is 
to seek a reduction in, or at least a stabilisation of, employment levels. 
Despite this objective, only Sweden has seen a real reduction in employ- 
ment levels in the hospital sector, from 451,000 in 1990 to 326,000 in 1997 
(—28 per cent).? This was part of a series of measures’ aimed at reducing a 
government deficit that had become very worrying. However, Sweden is 
the exception. Elsewhere, employment levels have continued to rise, even 
though the rate of increase has been much slower than in the 1980s. In 
the Netherlands, the number of nursing staff employed in hospitals rose 
by 6 per cent between 1992 and 1996 in full-time equivalents (NIVEL et al. 
1998). The increase in Britain was 2.4 per cent between 1995 and 1999, 
9.6 per cent in France between 1985 and 1993, and 14 per cent in Italy 
between 1993 and 1996. 

There is also a common trend in the rate of feminisation of nursing 
staff in hospitals, which is approximately 90 per cent. The exception is 
Italy, where women account for only 63.5 per cent of nursing staff.’ In all 
six countries, the feminisation rate among hospital doctors is much lower, 
between 25 per cent in Belgium and 40 per cent in Sweden. 

One basic tendency that affects more or less all the countries is 
the shortage of labour. Health authorities are faced with a shortage 
of skilled labour, both nurses and midwives (Com-Ruelle et al. 2000). Hos- 
pitals are experiencing difficulties in recruiting and retaining young 
nurses, who are discouraged by what they regard as the inadequate 
economic and social recognition they receive for the arduous work that 
they do. 

The most extreme situation is perhaps that in the Netherlands, where 
75 per cent of hospitals say they have experienced recruitment problems 
(Van der Aa et al. 1999). The shortages are mainly among specialist 
nurses. In order to deal with these labour shortages, and for other reasons 
as well, the social partners in the Netherlands set up a jointly managed 
fund intended to support initiatives to facilitate the working of the labour 
market. The fund is subsidised by central government. One of its pro- 
grammes seeks to encourage the development of new care facilities for 
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young children in order to prevent nurses with young children from 
leaving the labour market. 

In the UK, the government is also faced with a serious labour shortage, 
which is examined at 15,000 full-time equivalents. Several measures have 
been put in place in order to deal with the situation. They include public- 
ity aimed at young people in order to encourage them to apply for train- 
ing courses in the health professions, an increase in the entry quotas for 
training courses leading to healthcare qualifications, and pay raises of 
+15 per cent between 1997 and 1999 (Com-Ruelle et al. 2000: 2-3). The 
National Health Service (NHS) has also set up a national nursing agency 
with the aim of attracting and retaining those individuals who wish to 
keep control of their working hours. This nursing bank, NHS Profession- 
als, offers agency nurses paid holidays and membership in the NHS 
pension scheme. British hospitals are also trying to recruit qualified nurses 
from various countries, including Spain, the Philippines and South Africa. 

In France, even though no specific measure has been taken to relieve 
the labour shortage, the government did increase entry quotas for nurse 
training schools in 1999 by 43 per cent. In addition, the jobs created 
following the introduction of the thirty-five-hour week (numerous agree- 
ments have already been concluded at hospital level) have further exacer- 
bated the recruitment problems. 

In Belgium, the search for a solution to the shortage of nurses was the 
focus of the negotiations between the government and the social partners 
in the year 2000. 


The national and sectoral regulation of working time 


In most countries, working time is regulated both by national legislation 
and a collective agreement specific to the healthcare system (see Table 
7.2). The importance of one relative to the other varies from country to 
country. In France, it is national legislation that is the main source of reg- 
ulations, while in Belgium, Italy and the UK working time is also strongly 
influenced by the industry collective agreement. Before analysing the reg- 
ulations, it would be helpful briefly to describe the industrial relations 
systems that help to produce them. 


Table 7.2 Weekly working time for full-time personnel in the health service 


Belgium Italy France UK Netherlands Sweden 
Hours 38 36 39 37.5 36 38.2 
35 36.2 


for night staff for night staff 
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THE STATE OF INDUSTRIAL RELATIONS 


As in other sectors of the economy, the general trend is towards the 
decentralisation of bargaining, from national to regional and establish- 
ment level. Nevertheless, except in Sweden and the Netherlands, local 
bargaining has not really produced much in the way of agreements. In the 
public sector in France, the national level is still the main regulatory level. 
In the UK, bargaining takes place at national level within the framework 
of the Whitley Council Agreement, and, despite incentives to negotiate at 
the level of local hospital trusts, nurses and midwives have confirmed their 
preference for national-level bargaining (Bach 1998). In addition, it is 
true that, during local negotiations, employers have tried to challenge 
some of the benefits and entitlements enshrined in the national agree- 
ments, notably the bonuses for night work, and work on Saturdays, 
Sundays and public holidays. 

In all six countries, pay, career progression and work intensity are the 
main points at issue in negotiations between the social partners. Nursing 
and care staff have traditionally been represented by the large generalist 
trade union groups — such as CFDT (Confédération Francaise Démocra- 
tique du Travail) and CGT (Confédération Générale du Travail) in 
France; FGTB (Fédération Générale des Travailleurs Belges) in Belgium; 
and CGIL (Confederazione Generale Italiana del Lavoro) and CISL (Con- 
federazione Italiana Sindacati Lavoratori) in Italy — which support a global 
and uniform approach to pay. Since the end of the 1980s, this traditional, 
generalist form of trade unionism has been shaken by the emergence of 
‘vertical’ trade unions representing specific categories of workers, particu- 
larly among nurses, who are demanding a specific approach for their pro- 
fession and even pay individualisation on the basis of merit and 
responsibilities actually borne. 

In France, the ‘Coordination infirmiere’ played a central role in the 
disputes of 1988, which led to a significant pay increase and an improve- 
ment in nurses’ conditions of employment. 

In the Netherlands, the NU91 (Nieuwe Unie 91) trade union was 
founded by nurses in 1991. 

In Italy, the ‘Nursing UP’ trade union was set up in 1993. Its members 
are mainly ‘professional nurses’ who qualified after the 1993 reform of 
nurse training. The union campaigns for the introduction of pay individu- 
alisation and greater differentiation among nurses on the basis of 
responsibilities. The traditional generalist trade unions, for their part, are 
still very much attached to a collective approach based on qualification 
level and to a low level of differentiation. 

This change in the forms of workforce representation among nursing 
staff reflects a hardening of union demands with respect to pay and 
conditions. 
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DISCUSSIONS BETWEEN THE SOCIAL PARTNERS ON WORKING TIME 


In most of the countries investigated, the duration and organisation of 
working time are a secondary but nevertheless important issue in negotia- 
tions between the social partners. 

In the Netherlands, a new national working-time regime specific to the 
health sector was introduced in 1993 (the Werktijden Besluit voor Verplegings 
(WBVV)). Its aim was to increase working time flexibility, in particular 
through annualisation, while at the same time protecting workers from 
excessive working hours. Moreover, in a collective agreement concluded 
in 1999, the social partners agreed to reduce weekly working time to 
thirty-six hours. The agreement stipulates that working time can vary 
between thirty-two and forty hours, provided that the weekly average of 
thirty-six hours is maintained over a six-month period. Individual hospitals 
may also establish working-time accounts, after consultation with the 
works council. 

In France, following labour disputes, a reduction in weekly working 
time to thirty-five hours (thirty-eight paid hours) was granted in 1991 for 
all staff working permanent nights. Talks are currently being held in many 
public and private hospitals on ways of implementing an overall reduction 
in working time to thirty-five hours per week pursuant to recent legislation 
on the organisation and reduction of working time. 

In Belgium, trade unions involved in negotiating an industry-level 
collective agreement demanded a reduction in working-time in order to 
alleviate the pressures on nursing staff. In their view, such a reduction 
would encourage nurses to remain in the profession. The employers coun- 
tered this demand by arguing that a general working-time reduction 
would reduce the overall number of hours worked and therefore exacer- 
bate the labour shortage. Following negotiations, a compromise was found 
in the year 2000. In order to encourage nurses and nursing auxiliaries 
over the age of forty-five to remain in the profession, a bonus in the form 
of extra time off and additional money is paid to those who continue to 
work full-time. The management of working time in Belgian hospitals has 
also been strongly influenced by the policies put in place at national level 
in the 1990s in order to fight unemployment. One programme provides 
for a subsidy of 75 per cent of labour costs to be paid for each new job 
created in hospitals in which at least 50 per cent of the personnel work 
part-time. At the same time, another programme offers partial compensa- 
tion for any loss of pay incurred by any member of staff aged fifty or over 
who agrees to work part-time only. These measures have succeeded in 
encouraging hospitals, which had hitherto been sceptical, to make greater 
use of part-time jobs as a means of reducing labour costs. 

In Italy, the main point at issue is the liberalisation of part-time work. 
Less use is made of part-time work in service activities in Italy than in any 
other EU member state, and the government is seeking to promote this 
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employment form. Since 1994, part-time working has been a right for all 
employees in Italy. In the health sector, however, this measure has met 
with resistance from employers, who fear it will seriously disrupt services 
and fragment work. The collective agreement covering the health sector 
that was concluded in the year 2000 does in fact lay down a maximum 
part-time rate of 25 per cent per department, and limits access to part- 
time working to employees without managerial responsibilities, which 
excludes doctors and nursing managers. 


Part-time work 


The part-time rate differs considerably from one country to another, 
ranging from 5.1 per cent in Italy to 74.3 per cent in the Netherlands (see 
Table 7.3). Apart from the UK, where part-time working seems to have sta- 
bilised, the part-time rate rose significantly between 1996 and 1999, particu- 
larly in Belgium and Italy. With the exception of Italy, there is considerably 
more part-time work in the hospital sector than in the economy as a whole. 

At this stage of the analysis, we do not have any data that might explain 
these phenomena. As we have seen, negotiations at sectoral level have 
focused mainly on full-timers’ working hours and on the possibilities for 
varying working time (except in Italy). Thus we need to take the analysis a 
stage further, to individual hospital level, in order to examine working- 
time management practices, and in particular the factors leading to the 
expansion of part-time work and the persistence of very significant differ- 
ences between the countries. 


At hospital level 


The management of human resources at hospital level 


Hospitals’ reactions to the twin constraints of budget restrictions and 
labour shortages differ significantly from country to country. 

It is in the Netherlands that the most distinctive practices were 
observed. This is undoubtedly related to the fact that it is in this country 
that the labour shortage has made itself felt most severely. 


Table 7.3 Part-time rate among employed nurses and midwives at national level 
(men and women) 


Belgium Italy France UK Netherlands Sweden 


Economy as a whole 1999 15.7 7.9 17.2 248 39.4 23.8 
Health 1999 50.8 5.1 23.4 40.0 74.3 39.8 
Health 1996 37.9 2.4 20.5 40.9 65.8 


Source: European Labour Force Survey. 
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e The hospital management has expressed a desire to put in place a 
participatory, total quality management system, with the declared 
objective of improving employees’ job satisfaction. 

e A working-time account system (known as ‘Flexeuro’) has been put in 
place in order to enable full-time and part-time staff to save up and 
exchange pay, extra working hours and holiday entitlements. A 
quarter of the staff have enrolled in this programme, which is explic- 
itly publicised in order to attract job applicants. As a result of this 
scheme, full-time employees may be asked to work thirty-eight or forty 
hours per week instead of thirty-six, with the additional two or four 
hours being credited to their working-time accounts. Employees can 
clear their accounts by accepting shopping vouchers, extra holidays or 
training opportunities. 

e Several different types of employment contract are offered to staff in 
an attempt to meet the expectations of as many employees as possible. 
They range from full-time contracts to zero-hours contracts for those 
who wish to work only very occasionally. The contracts offering the 
shortest hours (less than 60 per cent of the full-time norm) are organ- 
ised by the hospital’s temporary work agency (nursing bank), which 
acts as a central clearing-house for substitute or temporary personnel 
throughout the hospital. 

° The hospital management is seeking to develop employee training, 
mobility and career prospects. Training modules have been 
developed that make increasing use of distance learning tools, such as 
CD-ROMs and the Intranet. 

e Finally, to supplement the existing childcare provision (care facilities 
for young children already exist), the hospital is building a new 
daycare centre, which will have extended opening hours, particularly 
in the evening. 


The hospitals in France and in the UK have both set up an organisation to 
manage their temporary personnel needs during peak periods and when 
cover is required for absent staff. In the French hospitals, this relief pool is 
made up of nurses who are permanently employed in the hospital but are 
not allocated to any particular department. They are functionally flexible 
and allocated to the various departments as needed. In the British hospi- 
tals, the nursing bank consists of nurses who have stated they are available 
for work during a given period. They are nurses permanently employed in 
the hospital, or in another hospital, who wish to work more hours. This 
system means that the hospital does not have to pay overtime, while the 
nurses can supplement their earnings and at the same time retain control 
of their own working hours. However, the hourly rate is not very attractive, 
because it is the same as that for the job for which cover is being provided, 
without any premium. 

The Dutch hospitals operate a nursing bank that functions on the same 
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principle as a temporary employment agency. It provides work for 
individuals who are not permanent hospital employees and who wish to 
work only occasionally. On a yearly basis, this covers about 110 full-time 
equivalents. 

In Belgium, the main development has been the expansion of part- 
time working during the 1990s. This was not initiated by the hospital 
management; rather it was a response to pressure from staff and, in 
particular, to government measures introduced to combat unemploy- 
ment. In the hospital investigated, 105 individuals have been recruited 
under the terms of the government-subsidised programmes outlined 
above. 


Reform of the qualification structure and of work organisation 


The British hospital studied was also experiencing serious recruitment 
problems. It had reacted in two ways. First, it had introduced jobs at the 
lower healthcare assistant level. These assistants carry out a greater 
number of different tasks than the traditional nursing auxiliaries, whose 
terms and conditions are more tightly regulated, and in particular several 
clinical tasks previously held to be the exclusive province of nurses. Its 
second response was to seek nurses abroad; twenty South Africans had 
already been recruited at the time of the interviews. 

In Belgium, too, unskilled staff have been hired, particularly in order to 
relieve nurses of some of their administrative work (e.g. admissions, 
answering the telephone, collecting test results) and less technical tasks. 
The hospital has recruited forty-three long-term unemployed people 
under the terms of a government programme (Maribel Social) that offers 
considerable reductions in employers’ social security contributions. 

At hospital level, the three main concerns of human resource managers 
are control of the wages bill, increased working-time flexibility and recruit- 
ment. Hospitals have reacted differently to these same concerns from one 
country to the next. With the possible exception of the Netherlands, it 
would seem that their responses are influenced more by national policies 
(e.g. immigration policy, regulation of temporary work, anti-unemploy- 
ment programmes) than by any deliberate strategy adopted by the man- 
agement of individual hospitals. 

Nor does the expansion of part-time work seem to be the result of a 
deliberate human resource management policy adopted at hospital level. 
Thus it would seem to be at the level of the individual departments that a 
significant part of the regulation of the employment relationship, and in 
particular the organisation of working time, takes place. 
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The department level 


In each of the hospitals studied, a more detailed analysis of employment 
management and working-time organisation was carried out in two clini- 
cal departments: obstetrics and orthopaedics. 

The aim was to ascertain the reasons for the rapid development of part- 
time working among nursing staff. As we shall see, staff in both depart- 
ments have seen their workloads increase and their working times become 
less predictable. Even though nursing managers are trying to mitigate 
individuals’ dissatisfaction by introducing a participatory system of work 
schedule management, relieving nurses of certain tasks by hiring less 
skilled personnel or using temporary staff as cover, many individual nurses 
are seeking to work fewer hours in order to achieve a better work/life 
balance. 


The obstetrics department 


Maternity services are not organised in the same way in the six countries. 
In the Netherlands, for example, most midwives are self-employed, provid- 
ing prenatal and postnatal services for women in their own homes as well 
as attending normal home births. They also attend births that are planned 
to take place in hospital when no complications are expected. Con- 
sequently, the department investigated does not employ any midwives, 
only specialist nurses and so-called maternity assistants.® 

In the UK, maternity services were reformed in 1993. The Ministry of 
Health’s ‘Changing Childbirth Initiative’ sought to provide greater con- 
tinuity of care for pregnant women and to make midwives the key players 
in the provision of that care. Thus, midwives are attached to hospitals and 
also provide care in women’s homes, including attending home births. 
The British hospital department investigated employs 166 midwives, a 
high proportion of whom carry out some of their activities in their 
patients’ homes. 

As far as the organisation of working time is concerned, hospitals in all 
the countries except France operate a three-shift system (morning, 
evening and night shifts). Staff work four- or five-week cycles. 

As far as the management of work rosters is concerned, individual 
schedules are usually drawn up several weeks in advance by the depart- 
ment’s nursing manager, with account being taken of individual prefer- 
ences to varying degrees. 

It is clear from the interviews conducted in France that individuals fre- 
quently swap work and rest days. These local adjustments obviously have 
the effect of mitigating to some degree the constraints imposed by work 
schedules. 

In Sweden, the method is more participatory. The nursing manager 
posts the workload for the coming five weeks, and individuals fill in their 
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time slots themselves on the work schedules on the basis of their contrac- 
tual working time. A group made up of a member of the hospital manage- 
ment, two team leaders and two employee representatives then makes the 
necessary changes and draws up the final roster. 

Over and above this common basis, various differences may be 
observed among the countries. 

In France, the midwives in the department investigated work twelve 
hours at a stretch. This makes it more likely that they will be present at a 
delivery from beginning to end and also gives them longer rest periods. 
Their schedules consist of two daytime shifts, a twenty-four-hour rest 
period, two night shifts and five days off before the cycle begins again. 
The other employees work the standard 3 X 8-hour shift pattern. In the 
UK, some midwives can choose between a three-day cycle in which they 
work 12.5 hours a day and a five-day cycle in which they work 7.5 hours a 
day. 

The part-time rate among nursing staff in the obstetric departments 
varies considerably from one country to another (see Table 7.4). In this 
department in the Dutch hospital, it is as high as 90 per cent, and man- 
agement has tried to impose ‘long’ part-time hours to minimise disrup- 
tion. A rule was established whereby a minimum of 55 per cent of 
employees in the department had to work 80 per cent of full-time hours 
or more. However, this constraint on the reduction of working time was 
not popular among staff, and more and more of them were quitting. Man- 
agement decided, therefore, to authorise job shares for part-time posi- 
tions involving 56 per cent of full-time hours, on condition that the nurses 
work in ‘pairs’ and take responsibility themselves for passing on instruc- 
tions. Seven ‘pairs’ are now working in the department on this basis. Fur- 
thermore, these employees are required to attend department meetings 
outside their working hours. 

In general terms, the expansion of part-time work is driven by indi- 
vidual preferences. Management, concerned that too much time could be 
wasted passing on instructions, has acquiesced only in order to retain per- 
sonnel who would otherwise leave and whom it would be difficult to 
replace because of the labour shortage. In Italy, the part-time rate in the 
obstetrics department had reached the collectively agreed limit of 25 per 
cent and management was refusing all new requests, which was perceived 
as unfair. 

In Sweden, workloads have intensified. Midwives are responsible for 


Table 7.4 Part-time rates among midwives, nurses, and nursing auxiliaries in 
obstetrics departments (%) 


Belgium Italy France UK Netherlands Sweden 


Part-time rate 75 25 5 55 90 26 
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both deliveries and postnatal care. There are no longer any quiet times in 
the day. The excessive workloads have given rise to significant absen- 
teeism; at the time of the survey, six midwives were on sick leave with back 
problems. This pressure on the workforce is also reflected in the difficulty 
in scheduling holidays. Individuals seldom obtain the holiday period they 
desire. 

In Italy, the extra work is done mainly by full-time staff members,” who 
are reluctant to see an expansion of part-time working. The satisfaction 
rate in respect of working time is significantly higher among part-timers. 
Moreover, the department has to face a possible reduction in employee 
numbers, which has led all staff to become functionally flexible. 

The obstetrics department in France has been experiencing a shortage 
of midwives since the year 2000. This has led management to recruit three 
nurses in place of three midwives. The nurses have been allocated to the 
gynaecology department to free up the midwives in gynaecology to be 
redeployed to obstetrics. 

It is at the department level that the issues at stake in the management 
of working time really emerge. In order to provide round-the-clock care, 
work schedules are organised in cycles, seven days a week. The consider- 
able time constraints to which the department is subject come into con- 
flict with the constraints arising out of individuals’ private lives. Nursing 
managers are attempting to reduce the constraints by encouraging indi- 
viduals to play a major role in determining work schedules and by autho- 
rising swaps of hours. For their part, individuals are seeking to regain 
control of their time by reducing their working hours. In all six countries 
studied, this has given rise in turn to strong demand from nursing staff for 
an expansion of part-time working. 


The orthopaedic department 


The work of orthopaedic departments is less subject to fluctuations, since 
operations are scheduled several weeks in advance. Consequently, 
orthopaedic departments make less use of temporary staff to deal with 
peaks of activity. 

The share of part-timers in the orthopaedic departments follows the 
same pattern as that observed in obstetrics, but is slightly lower (see Table 
7.5). The Italian orthopaedic department, for example, employs a large 
number of men, all of whom work full-time. 


Table 7.5 Part-time rate among nursing staff in orthopaedic departments (%) 


Belgium Italy France UK Netherlands Sweden 


Part-time rate among - 13.5 20 75 80 27 
nursing staff 
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The work schedules are also structured in the same way, with three 
teams working shifts that rotate over a four- or five-week period in order to 
provide a round-the-clock service. 

The problems observed in the obstetrics departments also apply to 
orthopaedics. In the Netherlands, for example, department managers 
have imposed a minimum working time for part-time contracts of 60 per 
cent of the full-time norm. Some nurses would like to work fewer hours. 

In most of the countries, the drive to reduce costs, combined with 
technological progress, has led to shorter hospital stays. This has given rise 
to problems specific to orthopaedic departments. 

In France, for example, the average duration of a hospital stay was 7.8 
days in 1991; by 1998, this had fallen to only 4.7 days. This has intensified 
nurses’ work: according to one nurse in an orthopaedic department, 
‘What bothers me as well is that we’re always very busy. There’s always a lot 
of work to be done. We’re always rushing around.’ 

In Sweden, this tendency is further exacerbated by management checks 
on the quality of care and the task of passing on instructions to district 
nurses who take over responsibility for patients when they are discharged 
from hospital. In the light of this additional administrative work, nurses have 
delegated intravenous injections, drips and dressings to auxiliary nurses. 

In the UK, 40 per cent of the orthopaedic department staff are health- 
care assistants. They are given six months of training in the hospital itself. 
Their job description is broader in scope than that of nursing auxiliaries. 
They provide basic care under the supervision of a nurse. In the hospital 
investigated, they are not paid any premiums for night or weekend 
working. The hospital management had wanted to increase further the 
proportion of healthcare assistants it employs, but had had to abandon its 
plans because of problems with the quality of care. 

The shortage of nurses has repercussions on the management of the 
departments. In the Swedish hospital, the orthopaedic department 
makes frequent use of temporary contracts in order to fill vacancies. The 
temporary staff are young, highly mobile nurses who work for just a few 
months before returning to their studies or starting a family. Nurses in the 
department also work a lot of overtime because of absenteeism and vacan- 
cies. Many considerably exceed the collectively agreed limit of 200 hours 
of overtime per year. These additional hours are recompensed by extra 
days off. 

In France, rosters are frequently changed in order to deal with absen- 
teeism: as a nursing auxiliary in the orthopaedic department said, ‘We 
have a fourteen-week roster, but it’s often changed at the last minute 
because someone’s on sick leave. We often have to change our schedules 
too.’ The head of this department favours the expansion of part-time 
working because it would increase the number of individuals available to 
cover for absent colleagues. 

As the average length of hospital stays has decreased and employment 
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levels have been restricted, so the workload of nursing staff has increased. 
Nursing managers trying to deal with this excess work look for ad hoc solu- 
tions. They may use temporary staff or turn to less skilled staff. The actual 
solution depends on the possibilities offered by national and sectoral reg- 
ulations. Nevertheless, nursing managers have an incentive to take indi- 
vidual requests into account, because ignoring them altogether would 
simply lead to increased absenteeism which, in a vicious circle, would 
further disrupt the management of working time. 

This three-dimensional analysis of working-time management has 
shown that the expansion of part-time working has been driven not by 
management but by individual nurses. It seems to arise out of a conflict 
between the time constraints on hospital departments and the constraints 
on the private lives of nursing staff, most of whom are women. Thus in 
order fully to understand the differences in part-time rate from one 
country to another, we need to focus more on the demand for working 
time from individuals than on the supply. 


The evolution of employment and working time and the 
context of change 


The preceding analysis has highlighted the influence of the socio-economic 
relationship, notably budgetary restrictions and the increased autonomy of 
individual hospitals. It has also revealed the importance of the regulatory 
aspects. National regulations and collective agreements play an essential 
role in the management of working time. Since these points have already 
been discussed at some length, the analysis will now focus on the organisa- 
tional and domestic relationships, which also seem to introduce tension 
into the employment relationship of the nursing staff whom we interviewed. 


The organisational relationship 


The very nature of a hospitals work requires many departments to 
operate continuously with a minimum level of staffing in order to guaran- 
tee quality of care and patient safety. This fundamental obligation places 
very considerable pressures on employment and working conditions, 
particularly since staffing levels are increasingly being kept as low as pos- 
sible because of the growing financial constraints on hospitals. 

In the orthopaedic and obstetrics departments investigated in the six 
countries, rosters are based on three eight-hour shifts. Individual work 
schedules are cyclical, and involve night and weekend working. In France 
in 1998, 40 per cent of nurses worked occasional nights and 80 per cent 
weekends (own calculations from INSEE 1998). When a member of staff 
is absent, the already barely adequate staffing levels force department 
managers to react by requesting additional staff from a temporary employ- 
ment agency or a relief pool. If the financial or human resources are not 
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available, managers have no other option but to require the remaining 
staff to increase their workloads or to work overtime, which in some cases 
leads to staff working two consecutive shifts or postponing their days off. 
The constraints imposed by a cyclical schedule are further compounded 
by the unpredictability caused by absenteeism, which makes it even more 
difficult to reconcile paid work and private life. As a nurse in a French 
orthopaedic department said, ‘At home, I’m always in the middle of 
explaining what’s going to happen the next day and then at the last 
moment I have to change everything ... it’s a real juggling act.’ Absen- 
teeism in this sector is generally fairly high. In France, the 1999 Roché 
Report on working time in the public services revealed that the average 
number of days lost per employee in the hospital sector ranged from 
twenty-two to thirty-five (Roché 1999). Part-time working and absenteeism 
seem to be the two principal strategies for reducing working time that 
individuals use to regain control of their time and to achieve what they 
regard as an acceptable work/life balance. 

The need to ensure continuity of care also means that instructions have 
to be passed on from one team to the next. This requirement is scarcely 
compatible with the fragmentation of working time. In Belgium, a minis- 
terial working party produced evidence to show that the expansion of 
part-time working both increases the volume of instructions that have to 
be passed on and makes the task more complex. Nurses have to write 
more reports at the end of their shifts, which impacts adversely upon the 
quality of the reports. It also makes vertical communications and the 
transmission of know-how more difficult. While in some sectors, such as 
retailing, the jobs in question are low-skill and the co-ordination problems 
can be tolerated, this is not the case in hospitals. 

Thus department managers are caught between, on the one hand, their 
desire to win the loyalty of their workforce and, on the other, the need to 
ensure that the work of the various teams is well co-ordinated. However, it is 
striking that these problems with co-ordination were mentioned both in the 
Netherlands, where 90 per cent of the nursing staff in obstetrics depart- 
ments were part-timers, and in Italy, where the part-time rate was only 25 
per cent. Thus it would seem that managers are learning how to manage 
part-time workers but that problems of co-ordination still exist. 

The division of labour between healthcare professions is an organisa- 
tional issue. In order to combat the shortage of skilled labour, some coun- 
tries have introduced less skilled categories of personnel in order to 
relieve nurses of certain tasks. This is the case in the UK, with the intro- 
duction of healthcare assistants, and in the Netherlands, with the use of 
maternity assistants in the obstetrics departments. In Belgium, more 
administrative personnel have been recruited. As a result of technological 
advances and the reduction of the average length of hospital stays, nurses 
are generally increasingly engaged in technical work and are withdrawing 
from direct patient contact, with that task falling increasingly to nursing 
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auxiliaries and care assistants. However, changes in the division of labour 
often meet with resistance from professional associations. 

The intensification of work is resulting in a growing share of hospital 
workers seeking to reduce their working time by going part-time. Thus the 
organisational and socio-economic relationships provide one explanation for 
the growth of part-time work among nursing staff. Although this trend 
towards increased part-time working may be observed in all six countries 
(except in the UK where in recent years the aim has been rather to reduce 
precariousness), the part-time rate is still very different from one country to 
another. This leads us to consider the influence of the domestic relationship. 


The domestic relationship 


It is the high rate of feminisation in nursing that leads us to hypothesise 
that the domestic dimension influences employment and working time 
management in the hospital sector. After all, numerous studies (Plasman 
1994; Hantrais and Letablier 1995; O’Reilly and Fagan 1998) have shown 
that the female labour supply is strongly influenced by the organisation of 
women’s domestic activities. In all six countries, the high rate of feminisa- 
tion in nursing goes hand-in-hand with a low rate of feminisation among 
medical staff (about 25 per cent), which means that gender relations play 
an important role in hospitals. This phenomenon probably tends to exac- 
erbate the claims made by trade unions, which are strongly identified with 
nursing staff, and to strengthen resistance to change among medical staff, 
who exert great influence on hospital management. 

Thus the tensions generated by time constraints and work intensity 
tend to be eased by the development of part-time working, which is consis- 
tent with a female employment model, rather than by any improvement in 
working conditions, autonomy and pay, which would constitute nothing 
less than a challenge to the traditional power relationships. The example 
of the Netherlands — the country where part-time working is most highly 
developed but where the problems of dissatisfaction with working time 
and workloads and of labour shortages persist — leads to the conclusion 
that acting on working time alone is not sufficient to resolve the problems 
of nurses’ employment relationship. After all, by reducing the number of 
hours worked by individuals, the development of part-time working 
merely serves to exacerbate the labour shortage. It seems to us, therefore, 
that the questions of pay and working conditions should probably be 
tackled at the same time, even though they seem more intractable. 

For the Belgian trade unions, the increase in part-time working among 
nurses is evidence of a ‘flight’ from the pressures of the job. Part-time 
working seems to be the only means available to individuals wishing 
to regain control over their working time. According to the trade unions, 
60 per cent of nurses in Belgium have asked to work part-time at least 
once in their careers. 
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The correlations between the part-time rate in the health sector and 
that in the economy as a whole tend to make us think that the very consid- 
erable differences between the countries can be more readily explained by 
national models of women’s employment than by differences in the 
organisation of healthcare systems. After all, the ‘work-family’ relation- 
ship takes different forms across Europe, as Hantrais and Letablier (1995) 
have shown. The various forms taken by that relationship are influenced 
by cultural factors, such as the role of women in the family and the 
domestic division of labour, and above all by institutional factors, such as 
the existence of public childcare facilities, the age at which children start 
school, the rules governing the taxation of married couples’ earnings, and 
differences in the treatment of full-time and part-time workers in terms of 
pay and social protection. 

In the light of these various factors, Hantrais and Letablier identified 
the following models. 


e The Dutch form of the ‘work-family’ relationship is termed the ‘alter- 
nation’ model, on the grounds that ‘the adjustment between family 
and paid work is effected mainly through variations in women’s eco- 
nomic activity (p. 48). There is relatively little public provision of 
childcare, and part-time working is the main mode of adjustment, 
which explains the high part-time rate in the Netherlands. 

e The British model is described as ‘non-interventionist’. It is based on 
the principle that the state should not intervene in families’ private 
affairs. Consequently, women carry much of the burden of caring for 
young children, the elderly and the sick. As a result, they have to 
content themselves with part-time work and even have an incentive to 
do so, since their earnings are exempt from taxation below a certain 
threshold (£3,765 per annum in 1995) (Daune-Richard 1998). Italy 
also has this model, although the part-time rate here is, in contrast, 
very low because the absence of public childcare facilities means there 
are strong pressures on women to remain at home. In Italy, con- 
sequently, participation rates among women with children are low, as 
is the part-time rate (Plasman 1994). 

e France and Sweden have what is termed the ‘conciliation’ model. The 
state facilitates the reconciliation of family responsibilities and paid 
work by making provision for parental leave, providing childcare facil- 
ities and guaranteeing equal rights for part-time and full-time 
workers. These measures enable women to reconcile domestic 
responsibilities and paid work and to realise their preference for full- 
time work, which explains a median part-time rate (see Table 7.3). 
Belgium may also be included in this model, even though it has 
a higher part-time rate than France because of the effect of anti- 
unemployment policies, which have given employers strong incentives 
to make greater use of part-time jobs. 
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These institutional constructions of the ‘work-family’ relationship struc- 
ture the demand for part-time work from women and contribute to the 
differences observed between the various countries in part-time rates 
among nursing staff. 


Conclusion 


In all six countries investigated, the socio-economic space has undergone 
radical change over the past twenty years. The drive to contain healthcare 
expenditure has led the supervisory authorities to strengthen their control 
over hospital budgets. As a result, staffing levels are kept to the bare 
minimum required for safe patient care, bed occupancy rates have 
increased, and the average duration of hospital stays has fallen. Moreover, 
a demand for high-quality care is emerging in society, which is reflected, 
first, in an increase in nurses’ administrative workload as the administra- 
tion of treatments and the conveying of instructions are rigorously moni- 
tored, and, second, in patients’ requests for information about their 
conditions and treatment, and demands for psychological support and 
better alleviation of pain. 

This intensification of the workload is further compounded by the 
increasing number of vacancies. Because of demographic trends and the rel- 
ative unattractiveness of nursing as a profession, hospitals are experiencing 
increasing difficulties in recruiting staff. As a result, staff already in post are 
having to divide the workload of the unfilled vacancies among themselves. 

At the same time, increasing time constraints (changing schedules, 
postponement of days off and holidays) are making the nursing unions 
more strident in their demands and conflict violently with the domestic 
constraints of the nursing workforce. 

In view of the relative lack of progress being made - for economic and 
institutional reasons - in talks on raising the economic and social status of 
nursing, these tensions are eased largely by nurses in all six countries 
totally or partially withdrawing from hospital work. An increasing propor- 
tion of nurses are asking to work part-time, and department managers are 
reluctantly acquiescing to these requests. 

The difficulty of reconciling the time constraints of hospital work (cycli- 
cal schedules, night work, postponed rest days) with those of domestic life 
(school hours, nursery opening times) is an important source of tension 
for nursing staff. In some cases, these constraints are encouraging nurses 
to request that their working hours be concentrated in ten- or twelve-hour 
time slots, as is the case in France with midwives and in the UK for some 
nurses. These tensions are also partially responsible for young people’s 
reluctance to embark on careers in nursing. They are also encouraging 
nurses to leave regular waged employment in order to become self- 
employed, as is the case in France, for example, or to join a nursing bank, 
as is the case in the Netherlands and in the UK. 
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As the case studies demonstrate, hospital and nursing managers seem 
to enjoy very little room for manoeuvre in managing duty rosters. On the 
one hand, they have to take account of the strong financial constraint on 
staffing levels and the need to provide a round-the-clock service. On the 
other hand, if they wish to retain their staff and prevent absenteeism, they 
need to take account of individuals’ expectations with respect to working 
time. According to our investigations, the solutions adopted (see Table 
7.6), such as the introduction of less skilled jobs and the expansion of 
part-time working, are merely palliatives that quickly reveal their limita- 
tions in terms of delivering high-quality care and employee satisfaction. 

Some more ambitious innovations have been introduced in a bid to 
alleviate these tensions (e.g. provision of childcare facilities, twelve-hour 
time slots, job sharing for part-timers, working-time accounts). It is at 
the local level (that is, within individual hospitals and departments) that 
the new working-time arrangements are being put into place, making the 
eventual solutions adopted dependent largely on negotiation and the 
existing power relationships. However interesting and valuable they may 
be, these innovations do not seem to offer a lasting solution to the funda- 
mental problem of the economic and social recognition of nursing as a 
profession. 

For many years, hospitals relied heavily on nurses’ intrinsic motivation 
and sense of ‘mission’. Now, as educational levels among nursing staff rise 
and skilled labour is in short supply, hospitals and other healthcare units 
seeking to attract young people into the profession will need to focus 
increasingly on pay and working conditions, particularly in comparison 
with other sectors of the economy. 


Table 7.6 Managing the labour shortage: the solutions adopted in the case studies 


Type of solution Belgium France Italy UK Netherlands Sweden 


12-hour days = x _ x 
Participatory working time 
management u X 

Reduction of full-timers’ _ X = 
x 


working hours 
Part-time working 
Temporary staff 
Less skilled jobs 
Working-time accounts 
Immigration = _ 
Division of labour _ x 
Career management _ x _ _ x = 

x 


x I xx "> I! 


Loyalty bonuses x 

Increase in admission quotas — 
for nurse training 

Provision of childcare facilities - 

Pay increases = 


x I 
| |! 
> I 
I x 
Il 
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Notes 


1 Nevertheless, it should be noted that the share of health expenditure in GNP 
varies considerably, indeed almost by a factor of 2, from 5.49 per cent in Italy in 
1997 to 10 per cent in France in 1998. The average for EU member states is 8 
per cent. 

2 These data should be regarded only as orders of magnitude and handled with 
care, since the realities behind them differ from country to country (in terms of 
health professions, personnel in the public health service, hospital staff and so 
on). 

3 This reduction in employment levels in Sweden mainly affected nursing auxil- 
iaries (—33 per cent between 1980 and 1996) rather than nurses and midwives 
(+2.5 per cent over the same period) (Landstingsförbundet 1997). 

4 The share of health expenditure in GNP in Sweden fell from 8 per cent in 1993 
to 7.4 per cent in 1998. The other measures taken in 1993 included, notably, 
cuts in sickness benefits, the introduction of a qualifying day and a reduction in 
the average length of a hospital stay. 

5 Italy has one of the lowest female participation rates in the EU. Women in Italy 
account for only 43.6 per cent of the economically active population. 

6 This is a new category. The maternity assistants perform less technical tasks and 
assist with normal deliveries. 

7 Under the terms of their contracts, full-timers can work 100 hours of overtime 
per year, compared with only thirty hours for part-timers. 
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8 Work hard, play hard? 


Work in software engineering 


Janneke Plantenga and Chantal Remery 


Introduction 


The advent of the information society is supposed to have far-reaching 
effects on the organisation and scheduling of work. An animated element 
in the discussion is the individualisation — alternately called destandardisa- 
tion or disaggregation — of work, implying a shift from permanent, stable, 
full-time jobs to individualised, flexible employment (Beck 2000; Carnoy 
and Castells 1997; Castells 2000). A ‘standard’ working career remaining 
with one employer for an individual’s entire working life is being replaced 
by the notion of ‘human capital portfolios’ (Carnoy et al. 1997) built on a 
variety of working arrangements such as self-employment, part-time work 
and temporary work. The development of the Internet especially has been 
significant, enabling employees to deliver work from places other than 
their employers’ (Autor 2001). To what extent the new technologies 
indeed will lead to a ‘weightless economy’ (e.g. Cairncross 1997; Pratt 
2000), in which distance and time no longer constitute restrictions and 
where all employees work flexibly in ‘virtual offices’, is yet unclear. 
However, it seems obvious that the developments will have a severe impact 
upon the organisation of work and working time. 

In this chapter, we will investigate the emergence and diffusion of new 
forms of employment and working time in the information technology (IT) 
sector. More specifically, we will focus on IT services (i.e. software consul- 
tancy and supply, system development, system analysis, and software ser- 
vices). Given their specific product - intangible services that must often be 
provided on the spot — companies in IT services would be expected to be 
among the first to practise individualised and flexible employment strat- 
egies, since these are both allowed and required by the information tech- 
nologies themselves. In addition, the industry is new, and the specific 
employee profile — highly skilled, articulate, and capable of making their 
own choices with respect to working conditions — enhances the innovative 
capacity. Despite these expectations, an initial statistical impression of the 
IT sector, as described in the third section below, seems to indicate that the 
organisation of work and working time is, in fact, rather traditional. Beyond 
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the statistics, however, more Imnovative elements such as individualised 
working hours and new control mechanisms do occur, as will be illustrated 
in the fourth section. In particular, the characteristics of the service, the 
profile of the workforce and requirements with respect to flexibility appear 
to be relevant factors for both the organisation of work and working time. 

Five countries participated in this research on IT: Denmark, Finland, 
Germany, the Netherlands and the UK. In each country, IT companies 
were visited and interviews held. In addition, written materials such as 
annual reports were used. The case studies (Anttila and Nätti 2000; 
Csonka and Boll 2000; Plantenga and Remery 2001; Smith 2001; Voss- 
Dahm 2000) included smaller as well as large IT firms. The large IT firms 
employed the majority of employees and constituted global players with a 
significant impact on the economic, technological and social environ- 
ment. The smaller firms included start-ups where employment practices 
were not yet established; many of these may represent examples of ‘the 
company of the future’. The interviews took place in spring 2000; that is, 
in a period of favourable economic circumstances. Undoubtedly, this has 
influenced the results; yet the forms of employment and working time in 
IT had a certain singularity, which cannot be entirely traced back to the 
specific economic climate. 


Socio-economic environment and organisational structure 


Within a relatively short period, IT became a sector of significance within 
Western economies. Especially in the second half of the 1990s, the 
employment in the sector grew at a high pace. Table 8.1 shows growth 


Table 8.1 Share of IT in total labour force, employment growth in IT and size of 
firms (NACE 72) (%) 


Denmark Finland Germany Netherlands UK 


Share of IT in total labour force Wed 1.3 0.8 1.5 1.7 
in 1999 

Employment growth in IT” 

1996 to 1999 48.0 73.0 59.0 91.0 65.0 
1993 to 1999 75.0 n.a. Tà, 134.0 198.0 
Size of ‘firms? 

<10 employees 88.7 92.3 na; 93.1 96.5 
10 or more employees 11.3 7.7 n.a. 6.9 3.5 
Total 100.0 100.0 _ 100.0 100.0 
Notes 


a European Labour Force Survey, 1999 (unpublished data); own calculations. 

b Figures for Finland, Netherlands and the UK refer to 1996 and are based on Eurostat 
(1998); figures for Denmark refer to 1997 and are cited in the national report (Csonka 
and Boll 2000). 
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rates for the period 1996 to 1999 and, as far as available, for 1993 to 1999. 
Between 1996 and 1999, these rates varied from almost 60 per cent 
in Germany to 91 per cent in the Netherlands. Growth rates were 
even higher when a longer period is taken into account. Especially in 
the UK, the number of workers in IT has increased considerably: between 
1993 and 1999, the growth was almost 200 per cent. As a result, the 
share of IT in net new job growth in the UK was disproportionately 
high: between 1994 and 1999, the sector accounted for 13 per cent of 
net new job growth (Smith 2001). These figures are limited to NACE 72, 
which refers to service activities in IT. The significance may be even 
larger when other information and communications technology (ICT) 
activities, especially with respect to communication, are taken into 
account. In addition, all countries reported significant increases in sales 
turnover. For example, in Germany the sales turnover in the sector NACE 
72 increased between 1994 and 1997 by almost 50 per cent. Denmark 
reported a similar growth. However, despite the high growth rates 
and the enormous impact of ICT upon daily life, the share of IT in the 
total labour force was quite limited. In the five countries, it varied between 
l and 2 per cent. 

There were several partly related reasons for the growth of the sector. 
Operations such as the millennium problem and the introduction of the 
euro stimulated demand for IT services. Furthermore, the level of innova- 
tion in software is high: new programs and program languages are being 
developed and adjusted in new versions. Electronic trade is occurring, and 
the Internet is creating new applications. In addition, economic growth 
stimulated demand for IT products and services. However, the real rates 
may be partly overestimated because there was a tendency in companies to 
outsource their IT activities (Bosch et al. 2000). This was indicated by the 
decreasing share of IT workers in other sectors. 

A common characteristic for the five countries was the high share of 
small firms (i.e. firms having fewer than ten employees). With the excep- 
tion of Denmark, where it is a little less, the share of small firms was more 
than 90 per cent, with the UK having the highest score of 96.5 per cent. 
This was related to the high share of self-employed workers, which is partly 
facilitated by tax regulations in the UK. Self-employed workers could 
reduce their tax and social insurance bills by drawing low salaries and 
paying most of their earnings in dividends, though recent changes in tax 
laws reduced opportunities. 

Despite the low share of larger firms within the total number of firms, 
employment was heavily concentrated in larger firms. For example, while 
in Denmark the share of IT firms with more than 100 employees was only 
l] per cent, these firms accounted for more than 50 per cent of total 
employment in the sector. Available figures indicated that in Denmark 
almost 80 per cent of total employment was concentrated in firms 
with more than ten employees; in the Netherlands, this was 70 per cent. 
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A large share of this employment could be found in very large, often inter- 
nationally operating enterprises. 


Industrial relations 


Although data sources are relatively scarce, in all the countries included in 
the research, the organisation rate among employees as well as employers 
in IT was below average (see also EIRO 2001). For example, in a highly 
unionised country such as Finland — about 80 per cent of all employees 
were members — the trade union density among employees in IT was, at 50 
per cent, rather low. The trade union density may be related to the spe- 
cific employee profile. Most employees are highly educated, and they 
prefer and have the capacity to negotiate terms of employment on their 
own. Their market power may be quite considerable, which gives them a 
strong position in individual negotiations. At the other side of the negoti- 
ating table, employers also appear to be organised rather loosely. In the 
five countries of research, there are several employers’ organisations, but 
these act more as trade associations and are generally not involved in 
negotiations on collective agreements. 

The low organisation rate of both employers and employees in the 
sector is partly related to its fuzzy profile. The sector is relatively young, 
and industrial relations are not crystallised fully (yet). There seems to be 
ongoing debate about ‘who represents whom’, especially among employ- 
ers. In Denmark and Germany, for example, this has resulted in several 
employers’ organisations and unions covering parts of the IT industry. 
The rate of organisation is also hampered by the dynamics in the sector, 
where many mergers and takeovers take place. At the same time, mergers 
may also stimulate involvement of trade unions; for example, in the 
Netherlands trade unions were asked to help unify terms of employment 
after a merger or takeover (Schilstra 1998). 

As a result of the low organisation rate, collective agreements are not 
very common in the industry. Finland is the only country with a collective 
agreement that is binding for all companies in IT services. However, with 
respect to working time this agreement offers the opportunity to negotiate 
on the local level. Most IT companies that are members of an employers’ 
organisation have made local agreements. This concerns mainly the 
larger, more traditional firms. Most new and small companies are not asso- 
ciated with an employers’ organisation. In Germany, collective bargaining 
is rather firmly rooted in the framework of industrial relations, but this is 
much less the case in the IT sector. A few IT firms have their origin in 
traditional industry or services, such as metal and electrical engineering or 
banking, and are covered by the collective agreements of these sectors. 
Traditionally, these are regional collective agreements. In addition, the 
larger firms seem to have collective agreements more often than do the 
smaller ones. The situation is more or less similar in the Netherlands: no 
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collective agreement for the sector, although some companies have their 
own collective agreement. In Denmark, there are no collective agree- 
ments for the IT sector. In the UK, where industrial relations are weak in 
the first place, collective bargaining is hardly an issue. To illustrate, one of 
the British case study companies did not recognise trade unions, and new 
employees had to give up membership (Smith 2001). In other European 
countries, industrial relations appear to be similar: a rather low organisa- 
tion rate and a limited number of (sectoral) agreements (EIRO 2001). 


Employment profile and actual working-time patterns 


Table 8.2 summarises several characteristics of employment in the IT 
sector in the five countries. Characteristics of the total labour force are 
added for comparison. The figures show that the national dissimilarities 
with regard to the employment structure are surprisingly small. In all 
countries the typical employee is male, young and highly educated. 
Whereas the share of men in the total labour force is about 55 per cent, in 
IT this share is about 75 per cent. Denmark shows the highest sex segrega- 
tion in the IT sector: the share of men is almost 83 per cent. With respect 
to age, especially the share of workers between age twenty-five and thirty- 
five is high in IT. In the total labour force, this share varies around 25 per 
cent, whereas in IT it is at least 36 per cent in Finland and even more than 
50 per cent in the Netherlands. In all countries except Denmark, more 
than half of the workers in IT are highly educated (i.e. International Stan- 
dard Classification of Education (ISCED) Level 5 or 6, the first and 
second stages of tertiary education) compared to between only a quarter 
and one-third in the total labour force. The share of workers with a low 
educational level (i.e. ISCED Level 1, primary education or first stage of 
basic education, or Level 2, lower secondary or second stage of basic edu- 
cation) is much lower compared to the total labour force. In addition, 
Denmark, Germany and the UK show a significantly higher share of self- 
employed workers in IT, compared to the total labour force. 


Working arrangements 


Working in IT carries the image of having to work long hours. As Table 
8.3 shows, this image seems to be correct.' One indicator is the share of 
part-timers in the sector, which is rather low in the five countries com- 
pared to the total labour force. The highest share (14.3 per cent) is found 
in the Netherlands, which is also the country with the highest share of 
part-timers in the total labour force. Another indicator is the share of 
employees (excluding the self-employed) working very long hours (i.e. 
more than forty-eight hours per week, which means exceeding the 
maximum weekly working hours laid down in the EU Directive 
93/104/EC of 23 November 1993). Although there is some variation 
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among the five countries, the figures in Table 8.3 suggest that a substan- 
tial share of employees indeed work more than forty-eight hours. This is 
especially the case in the UK where one-fifth of IT employees work long 
hours. In Finland and the Netherlands, this seems to be less common. 
Additional information on Finland indicates that long working hours tend 
to be concentrated in small firms. A survey among Finnish IT employees 
shows that 36 per cent of employees in small firms (i.e. those with fewer 
than twenty employees) work regularly for forty-one hours or more per 
week, whereas this share is less than 14 per cent among employees in 
larger firms (Anttila and Nätti 2000). Furthermore, the Finnish case 
studies emphasise that the really long hours were concentrated in certain 
tasks and individuals. It seems therefore that long working hours are not 
an inescapable ingredient of the IT work organisation but are also the 
result of the national particularities of the working-time regime. Working 
long hours may imply working at non-standard hours (i.e. in the evenings 
and/or at night and/or at weekends). The figures in Table 8.3 show that, 
with the exception of the Netherlands, the share of workers in IT who 
work sometimes or usually in the evening and/or at night is indeed higher 
than this share in the total labour force. For example, in Denmark more 
than 50 per cent of the workforce in IT work in the evening and/or at 
night compared to 41 per cent of the total labour force. Again, the UK 
seems the most extreme with almost 65 per cent of workers in IT working 
on a regular basis in the evening or at night. 

Working on Saturdays and/or Sundays seems less common; in this 
respect the IT rates are lower than in the overall economy, though it is still 
a considerable score. The UK is, again, the leader in this respect: 56 per 
cent of the workers in IT usually or sometimes work at weekends. The 
share is much lower in the Netherlands, with a quarter of IT workers. 

A permanent contract is the standard in the IT sector in all countries. 
The share of employees with a temporary contract is substantially lower in 
the IT sector compared to the total labour force. With respect to hours of 
work, there are indications that employees seem to be rather flexible. In 
the Netherlands, approximately 50 per cent of employees have a kind of 
flexible arrangement; for example, a fifty-hour week can be compensated 
by working thirty hours the following week (FNV Bondgenoten 2000: 16). 
Flexible ‘office hours’ (i.e. giving employees the opportunity to begin 
their working day at different times within a certain range) also seems to 
be common practice. For example, in two German case studies, working 
time may be scheduled between 6a.m. and 8p.m. from Monday to Friday 
(Voss-Dahm 2000). 

Telework and/or homework also provide flexibility. Due to techno- 
logical developments, work becomes less related to a specific location. 
Employees can simply create a working place by connecting a laptop with 
the network. In one of the Dutch case studies, the concept of flexible 
workplaces is introduced in order to use offices more efficiently. This 
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means that (most) employees do not have a permanent workplace any 
more. Furthermore, it gives employees more flexibility with respect to 
working time and actual location of work. Dutch research shows that 41 
per cent of employees in IT have the opportunity to work from home 
(FNV Bondgenoten 2000: 15). In Finland telework is an option in one- 
third of the IT companies. In 7 per cent of the companies, full-time tele- 
work is possible (Anttila and Nätti 2000). There is a strong emphasis on 
the time-saving aspects and flexibility of teleworking. Facilitating work 
from home is clearly stimulated by traffic congestion and the related 
increasing travelling time. In practice, however, working from home 
seems to be used rather ‘marginally’ — employees try to save time by start- 
ing or ending their working day at home to avoid rush-hours. There is no 
large-scale substitution of work in a traditional setting by work done at 
home. Finnish research shows, for example, that the number of 
employees who use the option to telework is rather small: only about 3 per 
cent of all employees. Especially in larger firms, the share of teleworkers 
proves to be small (Anttila and Natti 2000). 

In summary, this first statistical impression seems to indicate that the 
forms of employment and working time are rather traditional. Although 
there are clear differences in the organisation of working times between, 
for example, Finland, the UK and the Netherlands, the overall picture 
seems to indicate that a full-time, permanent contract is still the standard. 
This seems to contradict authors like Castells, who predict a shift towards 
more individualised, more casual working-time patterns. It may, however, 
take some time before new elements are captured in statistics. In addition, 
statistical surveys may give only a partial picture of the actual organisation 
of working time, since they are based only on broad statistical categories 
such as ‘full-time work’ or ‘permanent contracts’. The actual working 
hours, the flexibility and autonomy of employees are shaped within the 
context of the individual firm and may not easily be categorised in statisti- 
cal terms. Therefore, it is necessary to look beyond the statistics and to 
explore the actual organisation of work and working times in companies 
in more detail. 


Beyond the statistics: determining factors of IT work 
organisation and working time 


The organisation of work and working time in IT is the result of a 
complex of interrelating factors. Especially relevant seem to be the 
characteristics of the service provided, the profile of the workforce and 
the flexibility requirements. Some of the factors seem to be more or less 
‘universal’; others are shaped and influenced by national particularities. 
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Characteristics of the service provided 


A characteristic of most IT services is that they are intangible, time- 
consuming, tailor-made and often provided at the location of the client. 
IT services vary significantly in terms of their output, ranging from provid- 
ing IT training to creating IT applications and from solving standard 
problems to development of tailor-made complex systems with high inter- 
ests at stake. Each client is unique and services cannot be specified fully in 
advance (e.g. Yakura 2001). As a result, IT projects are often not exactly 
plannable, and IT services are characterised to a certain extent by uncer- 
tainty with respect to the necessary number of hours needed. Unforeseen 
difficulties may arise during the process. Moreover, there are no clear 
quality standards with respect to the final product, and the wishes of the 
client may evolve or even fundamentally change over time. At the same 
time, clients are often restricted by their budget. As a result, an accurate 
planning of the work process is very complex, which will have an impact 
on working times. This is illustrated in one of the Danish case studies con- 
cerning a company that provided Internet solutions and consulting. 
Because production of websites is a non-standard specialised product, it 
proved to be difficult for the company to estimate the work process and, 
at the same time, to balance customer expectations. In this firm, a substan- 
tial amount of weekly overtime was common practice. Immediately prior 
to deadlines, the number of overtime hours was often even higher 
because the original planning proved to be too tight. 


Planning complexities and the frequency of overtime 


At the same time, there appear to be large differences in the frequency of 
overtime between firms. An important variable in this respect seems to be 
the type of service provided. Most common are project work and posting 
of employees. Project work implies that a task has to be completed within 
a certain period of time, often for a fixed price, while the services of 
posted employees are sold by the hour. There seems to be a relationship 
to the nature of the work: projects are often quite complex (e.g. develop- 
ment and implementation of innovative software) and only roughly 
plannable. Posted work refers more often to more ‘standard’ IT services 
such as maintenance. This difference between the types of service offered 
may have a considerable impact upon the length of working hours and 
the prevalence of overtime. Overtime seems less common in organisations 
that are specialised in posting of employees. Working hours are strictly 
monitored by the company as well as by the client, since every hour has 
to be paid for. Overtime is limited since it is charged at higher rates 
and can be very expensive. Although some clients may have no problems 
with these extra costs, in general, higher rates will limit the probability of 
overtime. 
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Companies that provide their services in the form of project work seem 
to experience a lot more overtime. Several factors are related to this. 
Fixed-price projects may be risky for the company, but can also be very 
profitable. The less human and material resources are used, the more 
profitable projects are. This may act as an incentive for project managers 
to deploy fewer employees on a specific project. This creates pressure on 
the employees in the project and may result in longer working hours. Fur- 
thermore, project work usually involves co-operation among IT specialists 
and requires co-ordination. The more complex a project, the higher the 
interdependence between employees (and departments) involved and the 
more co-ordination is necessary. As a result, projects seem to be harder to 
monitor and increase the risk of potential wasted time and overtime. Of 
course, the amount of overtime depends heavily on the accuracy of the 
project planning. The better a project is planned, the lesser the amount of 
overtime will be. However, given the unpredictability of IT work and the 
impossibility of accurate planning, the pressure to finish the project in 
time will often create pressure for overtime. 

However, also for firms working on a project basis, overtime is not 
inevitable. Several case studies address the concern of the management 
with regard to the consequences of the high workload and overtime for 
employees and the ways to deal with these. First, especially in the larger 
firms, a ratio is established with respect to billable and non-billable hours. 
Billable hours are productive hours that may be invoiced to the client. 
Non-billable hours refer to unproductive hours such as meetings, sickness, 
training and underutilisation. This practice enables close monitoring of 
the actual working hours. 

Accurate planning may also reduce the workload and overtime of 
employees. Of course, this is especially relevant for fixed-price project 
work, since the risk in case of extension is borne by the company. There 
are several methods to make planning as reliable as possible. In one of the 
Finnish case studies, there are guidelines to do planning. Several experi- 
enced employees estimate the necessary number of hours of a project on 
an individual basis and these estimations are compared. Afterwards the 
planning is evaluated. Furthermore, by monitoring other projects, com- 
panies gain more experience in how much time certain tasks take. 

Another strategy is to have extra staff available. This prevents an 
increasing workload due to, for example, illness. However, this is a costly 
strategy and may also be complicated in case specialist knowledge is 
required. The Danish case studies make clear that the work not only 
has to be planned in terms of hours needed but also in terms of resource 
allocation and responsibilities. If it is not clear who is responsible for 
what part of the project, it is easy to waste a lot time on discussion and co- 
ordination. 

It is clear that in larger firms there are more opportunities to reduce 
a high workload; planning systems may be more advanced, it is easier 
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to provide extra employees and so on. This is illustrated in the 
Finnish report: long working hours are especially concentrated in small 
companies. 


Location of the service provided: the absent employee 


An additional characteristic of IT is that a substantial part of the services is 
provided at the location of the clients. Research among IT employees in 
the Netherlands indicates that 38 per cent are posted full-time and 6 per 
cent parttime (FNV Bondgenoten 2000: 26). Furthermore, additional 
employees who are not posted often work on the premises of the client. 
This may cover quite extended periods; sometimes employees work at the 
client’s premises for several years. The premises of the actual employer 
are used only for meetings and contacts with the personnel and/or sales 
manager. At a practical level, working at the office of clients implies more 
travelling time for employees. This may increase the high workload of 
employees even more. Especially in areas with severe mobility problems 
(i.e. traffic congestion), travel time may take on unacceptable propor- 
tions. This raises the question of whether travel time is part of the work. 
Since working at the office of the client is only temporary, moving is 
generally not feasible for employees. Companies deal with these issues in 
several ways. One of the British case study companies tried to do most of 
the work in the same city. In addition, when work had to be done else- 
where, travel time was paid for as extra time. One of the Dutch firms 
changed its organisational structure towards a more regional, decen- 
tralised system. An important reason was that this enabled the company to 
deal with the problem of mobility in the Netherlands. In another Dutch 
company, travel time above ten hours per week was counted as working 
time and paid as overtime. 

A more difficult matter is the absent employee (Plantenga and Remery 
2000). Spending most of the time at the client’s office bears the risk for a 
worker to ‘go native’: the employee may identify more with the client’s 
organisation and may adopt the client company culture (Smith 2001). 
This risk increases when the employee is working at the client’s office on 
an individual basis instead of with a team and when the geographical dis- 
tance is higher. It is even more complex when a client outsources the IT 
activities, including the employees. This raises the question of commit- 
ment, with employees feeling quite detached, both from their own 
company and the client’s company (Yakura 2001). Possible setbacks are a 
low level of commitment and a high turnover. 

The case studies show that organisations are quite aware of these 
dangers. All firms interviewed stress the importance of creating a shared 
identity and a strong corporate culture. They have developed different 
strategies, formal as well as informal. A common strategy is to organise 
meetings with employees on a regular basis. For example, large companies 
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in the UK have introduced the ‘Road Show’, an event which employees 
can attend and where they can get information about training opportun- 
ities, developments within the company and so on. In one of the Danish 
cases, consultants working off-site meet at the company on a weckly basis 
to share experiences. In addition, the director has a meeting each month 
with every employee. A Dutch company organises on a regular basis infor- 
mal evening meetings on, for example, new technological developments, 
which employees can attend on a voluntary basis. In addition, there are 
quarterly meetings to discuss business results where attendance is oblig- 
atory. On the one hand, such meetings create an informal and social 
atmosphere and may strengthen the feeling of a shared identity. On the 
other hand, they add to the already long working hours. 

Companies may also elaborate other communication lines in order to 
give their employees a feeling of ‘being part of the firm’. Technological 
developments make it easy to offer access to a company’s Intranet. This 
may reduce the feeling of isolation for off-site workers. One case study in 
the UK, however, showed that clients do not always approve of the use of 
these facilities during work time. Furthermore, activities and communica- 
tion lines, such as a monthly newsletter, selection of the ‘employee of the 
year’, a day out with all employees including family, Christmas dinners 
and so on, seem to be quite common and may be seen as part of the firm’s 
internal acculturisation process. 

Problems of this acculturisation may also give rise to specific personnel 
management. Several companies have created a special job position whose 
main duties are to look after the well-being of employees. Job titles vary 
from field manager to personal/professional development manager to 
manager of operations. This is a non-commercial position; field managers 
look after career and personal matters as well as aspects of the daily work. 
They often visit employees at the clients’ offices on a regular basis. They 
monitor job satisfaction in order to solve any problems as early as possible. 
Field managers can also protect employees from too much overtime. For 
example, in Finland, the professional development manager in one of the 
case studies has to monitor the number of billable hours of employees. 
These are not supposed to exceed a certain number, because this goes at 
the expense of time for training. In the Netherlands, in one of the com- 
panies the field manager tries explicitly to limit the number of overtime 
hours in view of the well-being of employees. 

Training is another important strategy to attract and commit 
employees. In addition, training is absolutely essential to keep up with 
new developments. Most IT companies have explicit policies with respect 
to training opportunities. For example, a Finnish survey held in 1997 
showed that 93 per cent of the companies in computer services trained 
their employees. The other 7 per cent proved to be smaller companies 
(Anttila and Natti 2000). According to another Finnish survey, 70 per cent 
of all employees working in computer services participated in training in 
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1996. This was one of the highest rates of all industries. On average, these 
employees received six days for training (Anttila and Natti 2000). The 
training opportunities offered were more or less comparable in the differ- 
ent countries. Most firms offered employees a standard budget and about 
five to ten workdays per year for training. In addition, employers bear the 
costs of training. Employees can also negotiate individually to get more 
training opportunities. Most companies take a certain number of non- 
billable hours into account for activities such as training. This implies that 
training takes place during work time. However, smaller companies in 
particular may try to maximise the number of productive hours as far as 
possible and to expect that employees spend time in the evening and/or 
the weekends on training. For example, one of the smaller companies in 
the UK with no formal training policy compressed a five-day course into a 
three-day course, which took place from Thursday to Saturday. Other 
courses in this company took place in the evenings. In the German case 
studies, it was noted that the regular workload was often so high that 
employees were not able to take up their training days. In addition, in 
some cases training was offered only to employees considered to be ‘high 
potentials’. 

In addition to a formal training policy, several companies offered 
online training (i.e. interactive courses on the Intranet). Providing rele- 
vant literature on new developments on the Intranet also seems to be 
common practice. The German case studies make clear that this way of 
learning is in general not formally regulated. Employees are, however, 
expected to keep up with the information offered on the Intranet and to 
make use of the possibilities to learn online in their free time. Obviously, 
these practices result in an increase of the workload. 


Profile of the workforce 


When analysing the organisation of work and working time in IT, an 
important factor that has to be taken into account is the profile of the 
workforce. Given their specific profile — with a high level of education and 
in great demand - it may be assumed that the employees in IT have large 
bargaining power. However, this does not translate into ‘normal’ working 
hours; in most countries, working in IT means working long hours. This is 
no doubt related to the fact that many employees are male, relatively 
young and have no children (yet). In addition, all case studies emphasise 
the fact that the intrinsic motivation of employees in IT is very high. Avail- 
able surveys show that employees in IT are very dedicated to their work. 
They see complex, technical issues as a challenge, and do not mind 
working an extra hour or even a weekend to solve a particular problem. In 
addition, the fact that the sector is rather new seems to attract employees, 
giving them the feeling that they are pioneers writing history. Long 
working hours are not considered as problematic; overtime seems — at 
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least to some extent — the choice of employees themselves. For example, 
in a Danish survey among 139 IT employees, respondents were asked why 
they work more than the standard full-time working week of thirty-seven 
hours. While 88 per cent answered that ‘the work requires it’, 58 per cent 
answered ‘because I want to’ (Csonka and Boll 2000). 

The case studies show that this attitude may be further fuelled by a spe- 
cific corporate culture. One of the Danish case studies illustrates this strik- 
ingly. This company explicitly tries to attract young, dynamic, trendy 
people. The motto of this company is ‘work hard, play hard’. The 
company setting, an old, large factory hall, is non-traditional and trendy, 
where leisure activities are also offered (such as a basketball hoop) as well 
as free meals for those working late in the evening. On a regular basis, 
parties are held and a leisure weekend for all employees may be arranged. 
This emphasis on being trendy and dynamic creates an atmosphere in 
which the feeling of working at the frontline is further strengthened and 
may easily induce working extra hours. 

The highly educated, intrinsically motivated workforce demands a dif- 
ferent management style. Firms rely heavily on the autonomy of the 
informed employee to make the right decisions at the right moment. 
Employees are required to take initiatives and to dedicate their time in a 
responsive and reliable manner, sometimes adding a few hours more to 
the project, sometimes less, and at other times adjusting to flexible sched- 
ules. The new ways of disciplinary management emphasise output instead 
of rules or hierarchy (Weissbach 1997, cited in Bosch et al. 2000); behav- 
ioural control shifts towards ‘normative control’ in order to elicit and 
direct required efforts. This implies controlling underlying experiences, 
thoughts and feelings of employees, with the intent that employees will be 
driven by internal commitment, strong identification with company goals 
and intrinsic satisfaction from work (Kunda 1992). 

Indeed, in all firms visited, there is a strong emphasis on modern, non- 
hierarchical ways to direct the efforts of employees. All respondents refer 
to a management style that is supposed to be supportive and non-control- 
ling. There is a heavy reliance on the autonomy of the employee to make 
the right decision and to act in the interest of the company. An interesting 
example in this respect is given by a high-level human resources official of 
a Dutch case study company, who summarised her management style in 
the words ‘freedom, responsibility, and trust; all parts are equally import- 
ant and equally indispensable’. This is a clear example of a management 
style oriented towards the intrinsic motivation of the employee. Another 
Dutch company adhered very explicitly to the model of the ‘inverted 
pyramid’. Within this pyramid, a distinction is made between three 
processes: the primary process, the supportive process and the process of 
management. Usually, management is at the top of the pyramid. However, 
in this organisation the primary process — the provision of IT services - is 
considered as absolutely vital and is located at the top. The two other 
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processes are supposed to support the primary process and to create an 
optimal working climate. This management style places a high respons- 
ibility at the individual employee level; each member is supposed to take 
care of the primary process itself. Management is conditional and ori- 
ented towards the optimal functioning of the employee and, by implica- 
tion, of the primary process. 

This is not to say, however, that companies completely rely on a 
reciprocity-based co-operative job attitude of employees and that ‘old 
forms’ of direct supervision have completely vanished. Monitoring the 
performance of the employee is partly externalised to the client and the 
sales manager, and their information is used in the personnel evaluation 
system. Given the intangibility of IT services, however, output may be hard 
to monitor. As a result, hours of work may easily become an indicator of 
both productivity and commitment (Perlow 1998). In addition, new forms 
of control — which may be quite subtle — may stimulate employees to work 
long hours. Grugulis et al. (2000) refer in this respect to ‘cultural control’ 
described as an implicit control mechanism that operates by means of 
organisational culture. Examples are scheduling meetings in the evening, 
organising social events at the weekends where attendance, while not for- 
mally required, is clearly expected, and giving interesting projects to the 
employees working the longest hours (see also Perlow 1998). 

In addition, extrinsic motivational structures are not completely forgot- 
ten. On average, the wages are relatively high. This is no doubt an import- 
ant factor behind the long working hours in this particular part of the IT 
sector. The IT sector is also quite accustomed to personal rating systems 
and more or less sophisticated ways to direct the efforts of employees in the 
right direction. For example, in the Netherlands more than one-third of all 
employees in IT have a partially variable wage (FNV Bondgenoten 2000: 
18). Variable wages, such as a bonus, are related to performance and 
number of hours worked. The more hours an employee works, the higher 
the variable part. In one of the Dutch case studies, employees have to work 
thirty-eight weeks of forty hours (1,520 hours) on a yearly basis in order to 
be cost-even for the employer. For every hour above this minimum, the 
employee receives financial compensation. This is an explicit monetary 
incentive for staying well, for visiting the dentist outside company hours, 
and, in general, for working hard. Interestingly, the hourly compensation 
is the same for all employees, based on the idea that this extra compensa- 
tion is the shared result of all effort of every member of the company. On 
average, employees work 200 extra hours annually, which translates into an 
extra month of salary. In the global company the wage package consists of 
the standard salary and an extra salary depending on the performance of 
the whole company and the individual rating, which can vary from A 
(excellent) to C (sufficient). In this case, therefore, it is not purely the 
number of extra hours, but also the personal commitment (which, of 
course, might be related to extra hours), which leads to a higher bonus. 
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Management may also wish to experiment with individualised flexible 
terms of employment in order to signal modern, tailor-made labour cir- 
cumstances. Flexible terms of employment enable employees, within 
ranges, to choose their own package. Often, input consists of sources such 
as wages and bonuses, but also vacation days. Depending on the company, 
these may be traded for a range of ‘targets’, such as a more luxurious 
company car, childcare facilities, leave facilities, pension schemes and so 
on. The Netherlands in particular has made progress in this respect. In 
one of the Dutch case studies, the company has standardised all terms of 
employment per job category. These terms of employment are a company 
car, pension schemes, partner pensions, health insurance, disability insur- 
ance and an arrangement to buy a PC at favourable conditions (and/or 
compliances) for private use. Each employee can choose a combination 
from, or all of, these benefits. The difference between the value of the 
benefits employees are entitled to and the value of the chosen benefits is 
the ‘flex-component’, which is transferred to a ‘savings box’. Other inputs 
in this box are, for example, profit-sharing and commission, but also time 
elements such as unused vacation days and overtime. Employees can save 
up to a maximum of 10 per cent of their gross annual income. The savings 
box may be used for extra income, financial compensation for education 
and ‘innovative terms of employment’. This latter category refers to, for 
example, childcare arrangements and leave facilities. Each year employees 
must plan how they want to use the flex-package. Buying of extra vacation 
days is limited to thirteen days per year (or 5 per cent of the total number 
of workdays per year). The costs depend on the income of the employee. 
It is the number of hours multiplied by the ‘flex-hour price’, which con- 
sists of the direct costs of an employee divided by the number of available 
hours. The reasons for the introduction of this system were multiple. The 
organisation assumes that employees will be more satisfied when they can 
tune their work and private life; it enables employees to make their own 
choices; it fits with the strategy of the firm in which respect for the indi- 
vidual is a central idea; and it fits with the style of management, which is 
directed at decentralised decision-making. 

In one of the German case studies, employees can work extra hours on 
a voluntary basis and credit these hours in a flexi-time account. The 
credit/debit balance of this account may not exceed forty hours. In addi- 
tion, when working overtime, employees may choose between receiving 
financial compensation or credit the hours to a five-year account, which is 
a separate account from the flexi-time account. The time credits may be 
used for training or just time off. They may also be saved in a long-term 
account, which can be used for early retirement. 
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Flexibility requirements 


The unpredictability of IT services with respect to the required number of 
hours makes a strong appeal to the flexibility of companies. Companies 
also have to be flexible with respect to fluctuation in demand and trans- 
itions between contracts with clients. These flexibility requirements also 
influence the organisation of work and working times. 

The contractual full-time working week still structures the number of 
hours that have to be worked. However, due to the rise of flexible working 
hours, a full-time day is no longer described in terms of start and finishing 
times. Actual work hours are, within a certain range, at the discretion of 
the employees. Many employees also have, formally or informally, flexi- 
time arrangements in the sense that they can vary to some extent the 
number of working hours per week. The rise of such flexible arrange- 
ments indicates that the normal times within which work is performed are 
becoming vaguer. Traditional instruments to regulate the normal working 
day and week (e.g. overtime payments and/or compensatory payments for 
special hours) seem to be less common than in traditional industry. For 
example, in the global company, overtime above a certain wage level is 
considered to be inherent to the job and not compensated. Due to the 
opportunities for autonomous time management by employees, working 
hours become destandardised, generating flexibility for the employee, the 
employer and the client. It should be taken into account, however, that 
this flexibility is generated against a background of long working hours. 
The result may therefore not necessarily be the flexibility to limit the 
workload but the flexibility to work at all times and in all places. 

Flexibility may also be provided by the introduction of annualised 
hours. This gives the opportunity to work more hours during periods of 
high demand and to work less per day or per week during periods of low 
demand. In one of the case studies in Finland, annualised hours have 
been introduced. In practice, summer is usually a period of low demand, 
giving employees the opportunity to extend their holidays. The aim of the 
Finnish organisation of employers in IT is to introduce annualised hours 
sector-wide. 

In case of a sudden or rather structural high demand of work, overtime 
is of course the classic flexibility instrument. As is made clear in the previ- 
ous sections, the amount of overtime in IT is indeed very high. The occur- 
rence of part-time work, on the other hand, is rather low. The tight 
customer relation is an important reason. Customers hire IT specialists 
and expect full-time availability. IT companies also prefer full-time 
employees since more hours can be billed. In fact, part-time work is not 
seen as a flexibility instrument at all and may only be used to comply with 
employee preferences. 

Apart from overtime, the case studies show that IT companies also use 
other strategies to deal with the issue of flexibility. One example is the use 
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of external employees, who may be ‘borrowed’ from other IT firms or 
from specialised temporary labour agencies. External flexibility is also pro- 
vided by individual freelancers. There are several reasons for the use of 
external employees. First, it provides flexibility in case the demand for IT 
work decreases. Second, a project may require specialised knowledge that 
is not available in the company. In addition, external employees with spe- 
cific skills may be deployed in order to explore the market for services not 
yet provided. The extent to which external employees are used varies. In 
one of the Dutch companies, about one-third of all workers are external 
employees. A small Danish firm employs more freelancers than perman- 
ent employees: ten freelancers versus seven permanent employees. 

Subcontracting part of the work to another firm also seems a common 
strategy. A survey in Finland, conducted in 1997, showed that 46 per cent 
of the IT companies used subcontractors. However, the share of the ser- 
vices provided by the subcontractors was only 3 per cent of total turnover. 
This seems to be related to the tight labour market at that time. The 
survey also showed that subcontractors are used more often by smaller 
companies (Anttila and Nätti 2000). One of the British case studies makes 
use of contractors based on six- or twelve-month contracts. 


Conclusion 


At the turn of the century and after a decade of substantial economic 
growth, the IT sector shows an intriguing mixture of traditional and new 
elements when it comes to the organisation of work and working time. In 
statistical terms, the employment and working-time forms seem rather 
traditional. Although there are clear differences in the organisation of 
working time between, for example, Finland, the UK and the Nether- 
lands, the overall picture indicates that a full-time permanent contract is 
still the standard. This seems to contradict authors such as Castells, who 
predict a shift towards more individualised, more casual working-time and 
employment patterns. Looking beyond the statistics, however, this image 
needs refining. The characteristics of most IT services — intangible, time- 
consuming, tailor-made and often provided on the location of the client — 
require a highly educated, intrinsically motivated, flexible workforce with 
a fair degree of autonomy. On the work floor, this is facilitated by new 
approaches to the organisation of work and working time. Examples are 
telework and flexible working hours, as well as flexible terms of employ- 
ment. This is backed up by a management style which is more directed at 
cultural than at behavioural control. 

It is tempting to speculate whether or not this specific mixture will 
survive in the near future. At least two developments point to a further 
normalisation: the growing ‘maturity’ of the sector and the economic 
downturn. The IT sector consists, on the one hand, of a limited number 
of very large, usually globally active firms; on the other hand, the majority 
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of the firms are small, having only a few employees. The large, global 
players will often have a more institutionalised human resource manage- 
ment policy than the young and hip ‘dot com’ firms. Given the dynamics 
in terms of mergers and takeovers, absorption of small firms by large firms 
may contribute to a further normalisation of working times. The Finnish 
case studies especially make clear that working-time arrangements in large 
IT firms are quite ‘normal’. These firms have advanced planning and 
monitoring systems, and are better capable of controlling and facilitating 
the workload of employees. 

A further normalisation may also be the result of the changing eco- 
nomic climate. The research reported here took place during a period of 
economic upswing. At the moment, the growth of IT seems to have sta- 
bilised, and reports on shrinkage or even bankruptcy of IT firms occur on 
a regular basis. This may have far-reaching consequences for the terms of 
employment, such as wages and insurances, expensiveness of the company 
car and so on. The economic downturn may also contribute to a normali- 
sation of industrial relations. Dglvik and Waddington (2002) note that the 
downturn in Sweden has resulted in increased unionisation among IT 
workers, whereas in other countries works councils are emerging. 

At the same time, the specific characteristics of IT services are rather 
insensitive to the economic business cycle and the maturity of the sector. 
In particular, the intangibility of the product, the lack of unambiguous 
standards with respect to the final product, and the specific interaction 
between employee and client will leave its mark on the organisation of 
work and working time. In this respect, it may be expected that a certain 
singularity of the IT sector with regard to the organisation of work and 
working time will survive. 


Note 


1 Due to differences in the phrasing of questions in the national surveys, Dutch 
data refer mainly to contractual working hours (overtime excluded), whereas 
the data for the other countries refer to hours usually worked (overtime 
included). As a result, the outcome may be distorted. However, the amount of 
overtime in the total Dutch labour force and in services proves to be rather low. 
Thus it seems likely that the actual differences in working hours between the 
Netherlands and the other countries should not be interpreted as the result of a 
statistical artefact, but as reflecting real differences. 
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9 Work organisation and the 
importance of labour markets in 
the European retail trade 


Florence Jany-Catrice and Steffen Lehndorff 


Introduction 


The retail trade is one of the largest and most labour-intensive sectors of 
the economy. It employs around fourteen million people; that is, more 
than 9 per cent of all those in gainful employment in European Union 
(EU) member states (European Commission 1999: 147). Understandably, 
such a large service industry has come to be regarded as a potential source 
of new jobs. Optimistic assessments of the prospects for employment in 
the retail trade are based on a widely held view of work in the retail trade 
as ‘simple’ service-sector work that offers vocationally less well-qualified 
women, in particular, opportunities to combine paid work with family 
commitments. Are such expectations realistic? 

The image of the retail trade as the archetype of ‘simple’ service-sector 
work has its roots in several fundamental structural characteristics of the 
industry’s labour market. First, qualification levels among retail trade 
workers are considerably lower than the average in the economy as a 
whole. As our evaluation of the European Labour Force Survey shows, the 
lower qualificational levels are over-represented and the higher qualifica- 
tional levels are underrepresented in the retail trade. Second, the industry 
is very largely feminised. The feminisation rate in the retail trade is 
significantly greater than 50 per cent in all six countries included in our 
study and, in some cases, exceeds two-thirds. It is particularly high among 
part-timers and as high as 90 per cent among employees in large-scale 
retail formats. Third, retail trade work is less well paid than most other 
service jobs. The income level in the retail trade is 70 to 90 per cent of 
average earnings in the private service sector (European Commission 
1999: 76). This of course means that even full-time retail jobs may in many 
cases offer no more than a modest basis for earning an independent liveli- 
hood; on the other hand, however, it is precisely these low wages that are 
supposed to create many employment opportunities for less well-qualified 
workers — or at least that is the widely held view. 

This chapter calls into question this optimistic assessment. As our 
studies in the sales departments of large retail companies show, a radical 
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change is currently taking place in employment conditions and the 
demands being made of the retail workforce. The underlying cause of this 
change is the process of concentration and rationalisation that is taking 
place at breakneck speed in the industry and the ensuing intense competi- 
tion between the large retailers, which in all the countries we examined 
has subJected personnel policy to extremely restrictive cost considerations. 
The ways in which retailers go about looking for suitable sales personnel 
vary considerably. More than in virtually any other sector of the economy, 
the options available to retailers seeking to recruit personnel depend on 
the attitudes to paid work that predominate among women in a given 
country and on the institutional environment that helps to shape their 
labour market participation. For these reasons, retailers' personnel pol- 
icies target different segments of the labour market in different countries, 
depending on which ones - including, increasingly, young people - offer 
a supply of labour for low-paid jobs with high time-flexibility require- 
ments. This is why the share of workers for whom retail employment is 
only a temporary phase is growing, while the demands and burdens on 
the core workforce are increasing. The discrepancy between these require- 
ments and the quality of the employment and working conditions, particu- 
larly pay and working time, is widening. 

In what follows, we seek to shed light from two different perspectives 
on this multi-layered process of employment restructuring in one of the 
largest service industries. We begin by outlining the fundamental changes 
that are taking place in the industry and the main trends we observed in 
the changes which retailers in the various countries are making to the 
organisation of work and working time. We then show that these changes 
are refracted as through a prism by institutions inside the labour market 
(e.g. wage structures) and outside (e.g. childcare) that play an important 
role, above all in shaping the female labour supply in the various coun- 
tries, but also increasingly the labour supply by juveniles. In the third 
section, we show the consequences that follow from the interplay between 
retailers’ demand for labour and the structures of the labour supply at 
establishment level.! 


The restructuring of the industry and of employment by the 
large retail companies 


Our analysis begins with an examination of the competitive dynamic, the 
technical and organisational rationalisation of stock management, and the 
strategies for rationalising personnel structures and deployment that are 
fundamentally changing work in this major service industry in all the 
countries we investigated. 
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The reorganisation of mass distribution 


Since the introduction of self-service in the food retail trade in the 1960s, 
the European retail trade has undergone a sweeping process of concentra- 
tion. This process has progressed furthest in the food trade, although it 
has now spread to all parts of the retail trade, notably the clothing indus- 
try. This structural change has gone hand in hand with an enormous con- 
centration of capital and ‘mega-acquisitions’, which means that an 
increasing share of retail employees are working for an ever smaller 
number of companies, which are themselves becoming ever larger. While 
these large companies coexist with myriad small, independent firms, 
employment is to a large and still increasing extent concentrated in the 
large retail groups, some of which operate internationally. In Sweden, for 
instance, almost 40 per cent of all retail employees work in companies 
with more than 500 employees, and in Denmark the large self-service 
outlets (i.e. department stores, supermarkets and discount markets) 
account for almost one-third of all retail employees. 

The conditions for the triumphant progress of large-scale retail outlets 
were improved by the abolition of many of the restrictions on shop 
opening in European Union member states (apart from France, where 
shop-opening hours have never been directly regulated). In Finland, the 
loosening of the statutory regulations governing shop opening hours 
began as early as the 1960s, while in Sweden there has been no state regu- 
lation at all in this area since the beginning of the 1970s. In Germany, as 
in the Netherlands, it was only in the 1990s that shop-opening hours were 
extended. The fact that the legal constraints on opening hours have been 
lifted or considerably relaxed has made the decision on the length of 
opening hours an important factor in competition, which is being used 
primarily, though not exclusively, by large retail companies to their own 
advantage. 

This concentration of capital gives the large retailers two major options 
for reducing costs. First, they can exploit economies of scale by concen- 
trating demand, thereby bringing its full power to bear on manufacturers. 
Second, they can rationalise the entire goods management process, 
both organisationally and technically. The mass distribution of everyday 
commodities goes hand in hand with the mass production of those com- 
modities, and vice versa. The common core of this process is the industri- 
alisation of goods management and distribution, with work processes 
being subjected to a form of ‘scientific management’ that resembles the 
classic models of industrial mass production. 

This process is being considerably accelerated by the deployment of 
new technologies. By using scanning technology, the ordering and deliv- 
ery process can be automated, thereby changing the nature of work in the 
entire goods management process. From a business management point of 
view, therefore, it may well be rational to organise goods handling as a 
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specialised, Taylorised activity that may im some cases even be subcon- 
tracted to outside companies. At the checkouts, scanning has limited 
cashiers’ responsibilities to correctly inputting the displayed price, making 
the end of the goods management process also highly standardised. At the 
same time, new technologies are an important means of developing new 
forms of monitoring, benchmarking and subcontracting, through which 
competitive pressure is passed on to each and every sales unit. This whole 
process of restructuring is already far advanced in Northern and Western 
Europe, whereas it is only just starting in the South (European Commis- 
sion 1998: 10). Mass distribution through large retail companies leads to 
an enormous intensification of price competition. This has far-reaching 
consequences for personnel policy. 


Personnel strategies 


In the course of the historical shift to nowadays’ mass distribution, the 
large retail trade organisations have changed their personnel strategies 
fundamentally. Obviously, the personnel intensity of the act of vending 
has been decreased substantially. However, in spite of the predominating 
large self-service organisations, the sale of goods through the retail trade 
still requires personal service to a greater or lesser extent, depending on 
the type of outlet. Thus, despite the low level of earnings (see below), the 
retail trade remains an industry in which personnel costs are of consider- 
able importance. If personnel costs are calculated relative to total operat- 
ing costs at establishment level, their share, even in hypermarkets such as 
in Germany and France, is between 40 and 50 per cent. It can reasonably 
be assumed, therefore, that retail companies will constantly be making 
great efforts to cut personnel costs. The cost advantages that can be 
achieved as a result are considerable. For example, the transnational 
clothing chain that gave us access to stores in France and Denmark has 
reduced the share of personnel costs in its French branches to up to 50 
per cent of the industry average. 

Strategies for reducing personnel costs are intended to rationalise both 
personnel structures and personnel deployment. Once this is achieved, 
firms have a basis for putting in place what they regard as optimal wage 
structures. 

The focus of attention in the rationalisation of personnel structures lies 
in the standardisation of tasks, which in turn is facilitated by the rationali- 
sation of goods handling. Firms’ efforts are directed towards developing 
functional differentiation in retail establishments in such a way as to 
produce a ‘skill mix’ (Beynon et al. 2002: 234) that is as cost-effective as 
possible. Outside of the stores themselves, further upstream in the logist- 
ics chain, some jobs connected with goods management may actually be 
upgraded in the course of this rationalisation process. Within the stores, 
however, management’s efforts are directed towards creating areas of 
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activity for personnel, with simple, standardised tasks for those not provid- 
ing services and advice directly to customers (Jacobsen 2001). 

It should be borne in mind that, management aside, there are basically 
three areas of activity in retail stores, namely, customer advice and service, 
goods handling and checkouts. The more a store is geared to self-service, 
the more likely it is that the checkouts constitute a separate area of activ- 
ity. Similarly, the less product knowledge is required for goods handling, 
the easier it becomes to separate this activity from the work of sales staff 
and perhaps even to subcontract it. This being the case, retail firms strive 
to restrict labour-intensive and less easily rationalised customer advice 
activities to those areas and market segments in which specialist compe- 
tences and individual sales are regarded as indispensable to a company’s 
success, as in large sections of clothes retailing. This means, as we 
observed, that the segmentation of employment is considerably further 
advanced in hypermarkets, for example, than in clothes stores. The ulti- 
mately decisive objective from employers’ point of view is to extend the 
share of simple, standardisable tasks as far as possible; that is, to bring 
such tasks as close to customers as is possible in each individual type of 
outlet and market segment. 

This change in the division of labour can lead not only to organisa- 
tional rationalisation but also to additional reductions in wage costs 
through lower pay for workers engaged in standardised tasks. In some 
cases, firms will choose to go down the route of outsourcing certain func- 
tions, such as shelf-stacking. Finally, functional differentiation creates new 
opportunities to recruit workers of whom what is primarily required is 
temporal availability. Thus the rationalisation of personnel structures is 
extremely closely linked to the rationalisation of personnel deployment. 


Fragmentation of working time 


In view of the intense price competition to which they are subject, retail 
companies make every effort to keep staffing levels to a minimum. 
However, their efforts are made particularly difficult by their very consid- 
erable requirements for temporal flexibility. The retail trade in all six 
countries investigated is characterised by significant fluctuations in 
turnover and customer flows. Fluctuating customer flows are a fundamen- 
tal problem for personnel deployment in the retail trade, because the pro- 
duction and purchase of its particular output - that is, the production and 
purchase of an act of vending — constitute a single action. It is true that 
the importance of these so-called ‘in-person services’ can be reduced by 
the use of technology and self-service, but it cannot be overcome entirely. 
Thus the retail trade is one of the industries with a high need for numeri- 
cal personnel flexibility (which is exacerbated by the extension of opening 
hours). Companies are keen to keep personnel deployment as close as 
possible to the absolute minimum and to adjust it to match fluctuations in 
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customer flows and sales — over the course of days, weeks and years. This 
applies not only to standardised tasks, such as goods handling, but also, 
and is particular, to all tasks involving direct customer contact. Thus, as we 
observed, there is a continuing trend in clothing retail chains, except for 
those in the upper market segments, to cut back labour-intensive cus- 
tomer advice in favour of a minimum staff ‘presence’ and to confine fluc- 
tuating staffing levels as far as possible to the checkouts or cash tills. 

Increasing the part-time rate is the most important instrument used by 
retail companies to adjust staffing levels to fluctuations in activity. It helps 
to provide ‘time modules that are matched to needs but independent of 
any individual worker or group of workers’ (Herrmann 1996: 10). Part- 
time work is increasingly becoming one of the defining structural 
characteristics of employment in the retail trade. The part-time rate in the 
retail trade is in most cases considerably higher than the part-time rate in 
the economy as a whole (Table 9.1). Even in Portugal, which in general 
still has a very low part-time rate, the retailers we investigated are clearly 
following the trend observed in the other countries; in the hypermarket 
that was the object of the case study, for example, the part-time rate was 
40 per cent. 

As the country reports show, part-time work is concentrated to a large 
extent among women and is most widespread among sales assistants, that 
is, the retail trade’s ‘front-line’ workers. Its role varies, however, according 
to type of outlet. Thus in Finland, the part-time rate in supermarkets is 16 
percentage points higher than the average part-time rate across the retail 
sector as a whole, whereas in clothes retailing it is below the average. In 
Germany, the dynamic of part-time work is particularly strong in the large- 
scale retail formats. In the latter, part-timers are deployed most frequently 
on the checkouts. Jany-Catrice and Pernod-Lemattre (2000: 14) estimate 
the part-time rate on the checkouts in French hypermarkets at around 95 
per cent. 

The full extent of the fragmentation of working times in some coun- 
tries is evident in the proportion of part-timers working fewer than fifteen 
hours per week of all part-timers in the retail trade (Table 9.2). 

Thus employment and working-time structures in retailing are charac- 
terised by mutually intersecting and overlapping lines of differentiation 
and polarisation. Functional differentiation is being strengthened, the 
share of standardised tasks is rising, employment is being fragmented into 
smaller units and adjusted to fluctuations in customer flows, with staffing 
levels kept to a minimum. In almost all the countries, part-time work plays 
an above-average and in some cases an ever-growing role, although the 
differences in level are enormous. Firms’ segmentation of the retail labour 
market is taking place in very different ways from country to country. It is 
to these differences and their causes that we now turn. 
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Table 9.2 Breakdown of part-time employees in the retail trade by short weekly 
working hours (in percentage of all part-time employees, 1999) 


Usual working hours < 15 


Denmark 67.1 
Germany (W) 37.9 
Germany (E) 19.9 
Finland 17.7 
France 8.4 
Portugal 6.0 
Sweden 22.6* 


Source: European Labour Force Survey. 


Note 
* Men: 53.2 per cent, women: 22.4 per cent; age group 16 to 24, men 65.2 per cent, women 
49.5 per cent (Anxo and Nyman 2000). 


The influence of the labour supply on personnel strategies 


The large retail companies have to implement the changes in work organ- 
isation and employment structures they are seeking in their own national 
and local labour markets. However, the labour supply differs considerably 
from country to country and from locality to locality, and firms have to 
adapt their human resource strategies accordingly. This primarily con- 
cerns the female labour supply, which is the most important target group 
for retailer’s recruitment strategies. Young people are also a group of 
increasing importance in those strategies. The recruitment of these two 
groups for retail work is influenced by regulations of very different kinds. 
We begin our account of this complex set of conditions with the analysis 
of the differing structures of the female labour supply, before we turn to 
the increasing importance of students and pupils. 


The retail trade and female labour supply 


The structure of the female labour supply from which retail companies 
seek to recruit differs considerably from country to country (for more 
detailed analyses see O’Reilly and Fagan 1998; Lehndorff 2000; Letablier 
and Lurol 2000). A brief look at the general profiles of female labour 
market participation in the countries of our sample makes clear that retail 
trade organisations are facing particular hurdles, or advantages, in the 
pursuit of their personnel strategies in each of the six countries. 

In Sweden, women have long been participants in the labour market. 
For decades, part-time work used to be of major importance for women; 
since the late 1980s, the trend has been towards full-time employment. As 
a result, the average weekly working time of female part-timers in Sweden 
considerably exceeds the European average. One quarter of part-time 
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employees would prefer to work full-time. This mismatch between pre- 
ferred working time and the hours offered by employers leads to 
increased working time as soon as companies voice a demand for over- 
time. In Denmark, the part-time rate is declining to an even greater extent 
than in Sweden as the participation rate among women rises. In contrast 
to the situation in Sweden, the labour market position of women in 
Denmark has developed so favourably that fewer and fewer women are 
available for part-time employment, and fewer still for marginal part-time 
work, so that retail companies are more or less forced to turn to the huge 
labour potential of high school and university students. In Finland as well, 
with its traditionally very high rate of full-time labour market participation 
among women, retail companies have had to look elsewhere for part-time 
employees: 43 per cent of part-timers in the Finnish retail trade state that 
they choose that type of employment because they are students. However, 
due to difficult labour market conditions many women are forced to work 
shorter hours than they would like. As in Sweden, therefore, overtime is 
often used to extend part-timers’ contractual working hours. 

The shared basic features of the retail labour market in the three North 
European countries studied are influenced mainly by conditions in the 
institutional environment, such as the availability of childcare facilities, 
that are favourable to equal labour market participation for men and 
women. A further common characteristic is the high level of trade union 
membership in the retail trade (80 per cent in Denmark, 68 per cent in 
Sweden, 57 per cent in Finland). These levels may seem low relative to the 
general level of unionisation in the three countries, but they are very high 
compared to the figures in many other countries. Such relatively high 
levels of unionisation reflect a high commitment of women to labour 
market participation which makes it less likely than in many other coun- 
tries that they accept fragmented employment relationships and working 
times. 

As far as women’s labour market participation is concerned, France 
occupies its own particular position between the Nordic countries and 
most of the other European countries. Full-time work for women has been 
supported for decades by the widespread provision of childcare facilities. 
However, during the 1990s, the creation of large numbers of part-time 
jobs was promoted by means of state subsidies granted to companies. In 
the wake of the employment crisis, ‘involuntary part-time work’ among 
women, including in the retail trade, became a mass phenomenon on a 
level as high as that in Finland. According to the French government sta- 
tistical service INSEE, underemployment accounted for 60 per cent of the 
increase in part-time employment between 1992 and 1998 (Jany-Catrice 
and Pernod-Lemattre 2000: 21). Consequently, as in Sweden and Finland, 
every opportunity to work more hours is gladly accepted. In the wake of 
the working-time legislation introduced by the Jospin government, the 
transition to the thirty-five-hour week has led to some part-timers in a 
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number of retail companies being offered full-time contracts and to an 
increase in the minimum number of hours’ work in part-time contracts, 
usually in conjunction with the introduction of annualised working times 
for all employees. 

Compared with their French counterparts, women in Germany have 
much greater difficulty in reconciling paid work and child-raising. The 
entire institutional framework — from childcare down to the tax and social 
security system — continues strongly to favour a gender role distribution in 
which the male partner works full-time and the woman part-time. This is 
further compounded by the tax advantages associated with marginal part- 
time work; as a result, there was a vast increase in this form of employment 
in the (West) German retail trade during the 1990s (Jacobsen and Hilf 
1999). According a survey conducted in 1987 (Jungbauer-Gans and 
Hönisch 1998), about three-quarters of marginal part-timers were women, 
of whom three-quarters again were married. Furthermore, almost 20 per 
cent of the women employed in marginal part-time jobs were working in 
the retail trade. Thus it is clear that German retailers have at their disposal 
a vast potential supply of female labour, willing to sign up to part-time 
contracts with a small number of hours and to remain in a job for quite 
some time. 

In contrast to Germany, Portugal has long had very high levels of full- 
time labour market participation among women (Ruivo et al. 1998). Thus 
the trend towards part-time work that may be observed in the Portuguese 
retail trade, which is still quite weak by current European standards, con- 
stitutes a counter-development to the persisting full-ume orientation of 
most women, with approximately 40 per cent of part-timers in the retail 
trade stating they had been unable to find full-ime employment. At the 
same time, a new area of marginal employment is developing in the Por- 
tuguese labour market, in which young school leavers or university gradu- 
ates take a temporary job in the retail trade ‘as a starting point for their 
working lives or in order to have an occasional connection to the labour 
market’ (de Castro et al. 2000: 43). 

This overview may be summarised as follows. In Germany, retail com- 
panies seeking to increase their share of female part-timers (traditionally 
their main target group in the labour market) and to reduce the contrac- 
tual working times of such employees can rely on considerable assistance 
from the institutional environment. In other countries, however, retail 
companies are battling against less favourable institutional environments. 
This is true, to different degrees, for the Nordic countries as well as for 
France and Portugal. However, the more difficult it is for retail companies 
to recruit sufficient female sales assistants on the conditions they are offer- 
ing, the more they turn to a ‘transitional workforce’ made up largely of 
young people. 
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The growing importance of juvenile workers 


In most of the countries investigated, the share of employees under 
twenty-five years of age in total retail employment increased in the second 
half of the 1990s, and by 1999 in all the countries except for Germany, the 
share of young employees was considerably higher in the retail trade than 
on average across the economy as a whole. As the European Labour Force 
Survey also shows, this has led to extreme differences in the average age of 
retail employees: the figure for Denmark, at around thirty-three, is seven 
years lower than in West Germany (Table 9.3). 

However, as the six country reports show, a distinction must be made 
between two major groups of individuals among young retail workers. The 
first consists of school leavers, for whom employment in the retail trade 
constitutes a first and often only a temporary job, whether because they 
are unable to find any alternative employment in a situation of high youth 
unemployment or because they are still uncertain of their long-term 
career plans. This group typically plays an important role as a pool of 
labour for the retail trade in those countries such as Portugal or France 
where vocational training at a level below higher education is not particu- 
larly widespread, and retail companies themselves have no desire to invest 
in vocational qualifications for large segments of their workforce. This is 
evident from a comparison between Germany and France, for example. 
Although the terms and conditions are poor (low pay, short hours, vari- 
able schedules), retailers in France offer employment to young women in 
particular who, given the relatively high level of youth unemployment, are 


Table 9.3 Share of workers under age twenty-five (retail trade and total economy, 
as percentage of all persons in employment (1996 and 1999) 


DK DE(W) DE(E) SF FR PO SW 
Under 25 
Retail trade 1996 43.2 12.7 13.8 19.7 14.9 15.6 16.0 
Under 25 
Retail trade 1999 38.0* 13.0 16.4 25.1** 15.2 17.1*** 29.9 
Under 25 
Total economy 1999 15.7* 12.0 13.4 12.4** 84 13.9*** 9.0 
Mean age 


Retail trade (1999) 333 40.4 38.4 36.8 372 40.1 38.7 


Sources: European Labour Force Survey; country reports for national data. 


Notes 

* 44.2 and 17.4 per cent according to national data (1997). 

** 26.7 and 10.9 per cent of employees according to national data; further: 45 per cent of 
employees in small establishments but 59 per cent in large establishments under 35. 

ek 24.2 and 18.0 per cent according to national data, including 5 per cent in the age group 
fifteen to nineteen; in super and hypermarkets 36 per cent under age twenty-five. 
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unable to find alternative employment or, especially, vocational training 
opportunities. In Germany, on the other hand, many young workers in 
the retail trade and in other sectors of the economy as well receive prac- 
tical and theoretical training as “retail salespersons’ within the so-called 
“dual vocational training system’, so that the retail labour market has 
fewer possibilities to work as a temporary “collecting basin’ for unskilled 
young people. 

The second major group of young people of value to the retail trade as 
a supply of labour consists of high school and university students looking 
for casual jobs to finance their university studies or supplement their 
pocket money (Table 9.4). Increasing participation rates among high 
school and university students in a number of European countries may be 
attributed in part to reductions in state support for students (in the case 
of the Netherlands see van der Meer and Wielers 2001); however, the 
reasons are likely to go beyond this explanation and would deserve greater 
attention on the research agenda (see Bowers et al. 1999). The employ- 
ment of high school and university students is particularly widespread in 
Denmark, where more than a quarter of all retail employees are high 
school and university students. High levels of unemployment among this 
group have long been part and parcel of the country’s work culture. In 
Finland, the share of students in total retail employment is 17 per cent, 
which is also strikingly high. In Sweden, the high proportion of men in 
the younger age groups working part-time also indicates the significance 
of high school and university students for the retail labour market. In 
Germany, the proportion of students in total employment is still at a very 
low level, although the importance of students for the retail labour market 
is growing faster than it is on average across the economy as a whole (Voss- 
Dahm 2002a). 


Table 9.4 The share of students and pupils as percentage of the labour force 
(retail trade, all sectors) 


Retail trade All sectors Remarks 
Denmark (1999) 27.5 9.7 fluctuating between 26% and 
33% throughout the 1990s 
Finland (1998) 17 n.a. 
Sweden (2000) 25% ofthe n.a. _ 


workforce in 
the case study 
hypermarket 


Germany (1999) 2.4 1.9 1995: 0.9% of retail trade and 
1.0% of total labour force 


Sources: Boll (2000); Anttila and Nätti (2000); Anxo and Nyman (2000); Voss-Dahm 
(2002a). 
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A high importance of students and pupils as retail trade workers leads 
to lower than average job tenure (Table 9.5). With the exception of West 
Germany, labour turnover in the retail trade is substantially higher than in 
the economy as a whole, even though the use of fixed-term employment 
contracts is no greater in the retail trade than it is across the economy as a 
whole.’ This is particularly marked in Denmark and Finland where, in 
1999, almost one-third of dependent employees in the retail trade had 
been with their current employer for less than one year. Retail companies 
in these countries depend to a large extent on a ‘transitional workforce’ 
(Boll 2001). 

The confrontation between the employment strategies adopted by the 
large retailers and the structures of each national labour supply gives rise 
to very different patterns of personnel flexibility in the various retail 
labour markets. However, all the variants have one factor in common: 
work organisation in retail outlets represents a constant effort to over- 
come the restrictions created by the dictate of price competition. It is to 
the problems that this creates for management and employees that we 
now turn. 


Personnel management on the ‘shop-floor’ — a tightrope act 


Selling at the lowest possible price has become the essential prerequisite 
for success in the competition between the big retail trade companies. Yet, 
as the manager of a Portuguese hypermarket put it, in today’s retail trade 
it is mot enough to just provide low prices if they are not supported by a 
company with a vocation for good customer service’ (de Castro et al. 2000: 
33). In other words, over and above the absolutely indispensable con- 
dition of a low-price regime, retail companies have to find a competitive 
edge in other parameters of competition in order to retain and expand 
their market shares. For this reason, the large retail companies try, on the 
one hand, to minimise personnel costs, particularly by taking advantage of 


Table 9.5 Job tenure in the retail trade as compared to all sectors (1999) 


Retail trade All sectors 


Oto <2yrs 2to<10yrs 10+ yrs Oto <2yrs 2to<10yrs 10+ yrs 


Denmark 51.3 32.1 16.7 36.7 32.4 30.8 
Germany (W) 19.9 39.5 30.6 24.3 35.0 40.8 
Germany (E) 33.7 56.0 10.4 30.4 46.8 22.8 
Finland 44.6 31.9 23.5 32.4 27.7 40.0 
France 33.7 37.1 29.2 24.7 31.5 43.8 
Portugal 32.8 39.7 27.4 26.6 35.7 37.7 


Sweden 31.4 32.0 36.7 22.9 29.7 47.4 


Source: European Labour Force Survey. 
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the opportunities to do so afforded by the rationalisation of goods man- 
agement, and, on the other, to present an attractive and unmistakable 
face to the public. The ‘strategic segmentation’ of the market - that is, the 
profiling of companies in order to target specific groups of consumers - is 
becoming one of the most important options in the competitive struggle 
in the retail trade (Batt 2000). 

This is why the large retailers’ personnel policies are based on two con- 
nected principles. The first — flexibility at the lowest possible cost — relies 
on individual employees’ willingness to adapt to the flexibility require- 
ments of their employers and on the forms of division of labour that make 
it possible to exploit pay differentials. Second, this must be reconciled 
with the implementation of an approach to service appropriate to each 
particular type of outlet and its sales strategy. Both principles have an 
implicit precondition: flexibility and service require a certain degree of 
stability and commitment among the workforce. These are objectives that 
are difficult to achieve simultaneously. This is illustrated in what follows by 
means of examples taken from the retail outlets that were the objects of 
our case studies. We begin by shedding light on the balancing act between 
flexibility and service, before examining what it requires in terms of per- 
sonnel, namely a core of full-time workers who act as the ‘anchors’ in what 
is otherwise an operation run by part-timers. 


At your service at any time 


“We operate without buffers. We can’t afford buffers any more, it just can’t 
be done’ (Haipeter 2000: 27). These words, uttered by one of the German 
personnel managers whom we interviewed, would undoubtedly be 
endorsed by all our interviewees. In order to cover long opening hours 
while adhering to this condition and to ensure that there is the minimum 
level of staffing deemed necessary at crucial customer interfaces such as 
checkouts or cash tills, many of the companies investigated have recourse 
to two groups of workers who, without exception, work part-time (includ- 
ing some who work a very small number of hours) and may be described 
as ‘gap fillers’ and ‘time adjusters’ respectively. ‘Gap fillers’ are deployed 
on regular rotas and work predictable time slots. They are used, for 
example, to cover fixed delivery times for goods or peak times in the early 
evenings or on Saturdays. “Time adjusters’, on the other hand, tend to be 
deployed at variable times and to have variable working hours. In extreme 
cases, their ‘on-call’ times vary in accordance with fluctuations in cus- 
tomer flows. More than any other group, they embody that type of flexi- 
bility denoted by the term ‘passive flexibility’ in the contribution of 
Lehndorff and Voss-Dahm to this volume (Chapter 12), with all the advan- 
tages it delivers for firms, but also its limitations. One particularly import- 
ant limitation from the retailers’ perspective is that sheer temporal 
availability is simply not sufficient when employees are supposed to 
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embody the company’s approach to service — however low the level of per- 
sonal service may be in a self-service store. 

We encountered ‘time adjusters’ in the large Portuguese retail outlets, 
for example. Management in the case study hypermarket had increased 
the part-time rate to more than 20 per cent, although there is con- 
siderable resistance, as one manager whom we interviewed declared: 
‘There are no more people willing to work that way.’ This kind of job 
is regarded as suitable mainly for new entrants to the labour market. 
Management would like to recruit older female applicants for this kind of 
work, but they cannot find any (similar complaints were voiced by Finnish 
and Swedish personnel managers). Practically the only group willing to 
accept low pay and part-time work is female school leavers. On the 
other hand, they are also the ones with a higher propensity to short 
job tenures, which increases turnover rates. The company is unable to 
recruit older people already established in their family lives. The manager 
of a clothes store had been more successful, having managed to raise 
the part-time rate among its workforce from 0 to 40 per cent in five 
years. Part-time workers are more willing to be flexible ‘when one 
more hour is needed or when morning workers are needed also in the 
afternoon’. And yet turnover rates among the preferably young women 
who are recruited for this kind of job are around one-third which, accord- 
ing to the management, ‘is similar to that in large supermarkets’ and is 
seen as ‘inevitable in this sector’. Because of these high turnover rates, 
training for young employees is regarded as ‘money thrown away’. 
The existence of a newcomers’ handbook and store managers’ efforts in 
providing direct, on-the-job training are seen as sufficient to guarantee 
good customer service. Greater investment in training is focused on the 
four or five workers in each store with longer job tenure. The idea is that 
these core employees should develop sufficient leadership skills to deal 
with the difficulties associated with long opening hours and high 
turnover, and thereby overcome the ensuing service quality problems. A 
high incidence of part-time work makes the tasks of leadership and shop 
management more complex. This way of organising flexibility can be 
managed only with a centralised corporate structure (de Castro et al. 2000: 
31ff., 37ff.). 

In the large French hypermarkets, ‘time adjusters’ are concentrated 
primarily on the checkouts, while full-timers working in shifts predomin- 
ate in shelfstacking and on full-service counters. Since, the young, pre- 
dominantly female part-timers are usually forced by high youth 
unemployment to accept part-time work and ultimately aspire to work 
longer hours, managers are able to meet additional staffing needs that 
become apparent at short notice by offering them additional hours at 
their regular rate of pay (i.e. without overtime premia). The same is true 
of the French clothes store that was the object of a case study. As the 
branch manager said: 
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Of the twenty part-timers, I have eighteen who want more hours. It's 
very clear. Real part-timers are very rare. The real part-timers are stu- 
dents who really do want to work only eight hours. The others want to 
work more.... If we work 30 per cent more hours, we will recruit 
afterwards, but for short-term adjustments, we increase the part- 
timers’ working times. We deal with all unexpected events that way: 
sickness, fluctuations in workloads — we do it through amendments to 
the contracts. 


This also offers opportunities for disciplining workers: 


I’ve taken on three people, all of them working eighteen and one-half 
hours per week, and I won’t be able to give them all a full-time job in 
future, so I tell them the best ones will be offered full-time work, pro- 
vided they work well and we have the resources. 

(Jany-Catrice and Pernod-Lemattre 2000: 21-2) 


And yet, as Jany-Catrice et al. (1999) confirmed in several additional case 
studies, management has not succeeded in avoiding the disadvantages of 
this mode of organisational flexibility, namely, high labour turnover and 
the risk of demotivation. 

The picture in German hypermarkets, with their high part-time rates, 
seems at first sight to be similar. The ‘time adjusters’ are needed to deal 
with short-term fluctuations in personnel requirements, as the manager of 
the case study hypermarket confirmed: ‘Of course, plan and actuality are 
two very different things. The plan cannot be corrected. That must 
happen spontaneously on the spot. The personnel deployment manager 
has to get on the phone’ (Haipeter 2000: 26). In many stores of this kind, 
the problem for management is exacerbated by the fact that many part- 
timers in Germany, unlike their counterparts in France, are not interested 
in working extra hours, so that any overtime they work is often compen- 
sated for a few days later by time off in lieu. This leads to what, in an 
earlier study, we called ‘institutionalised improvisation’ becoming a 
permanent phenomenon (Kirsch ¿t al. 2000). For many of the female part- 
timers, this creates a dilemma: they have chosen this employment form in 
order to be able to reconcile paid work and family responsibilities. Yet 
everyday life in the workplace makes this increasingly difficult for them, 
because many firms shift responsibility for meeting their adaptability 
requirements and dealing with their unresolved organisational problems 
on to their employees, thereby encroaching on their private lives. Never- 
theless, the higher level of occupational training and the higher average 
age of part-timers in the German retail trade relative to those in other 
countries spare German managers the high levels of labour turnover that 
managers in other countries have to accept as the price of this form of 
flexibility. Female part-timers in Germany, with their high degree of con- 
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scientiousness and experience in dealing with routine difficulties, are able 
to help resolve organisational problems in the workplace. German retail 
companies benefit particularly from the informal, unpaid skills that many 
of their employees possess. 

In addition to these various types of ‘time adjusters’, management in all 
six countries is relying increasingly on ‘gap fillers’ in order to cover 
certain time slots in the long daily opening hours. High school and uni- 
versity students are the primary labour reserve for retail firms, particularly 
those in Finland, Sweden and, even more so, Denmark, eager to fill the 
gaps left by the core workforce (which may very well be a part-time work- 
force for the most part). Regular gaps occur during peak times such as 
Friday afternoons or Saturdays, in the evenings and particularly on 
Sundays. This youthful labour reserve is not always described in the case 
studies as ‘flexible’ in the sense of having work schedules that vary at short 
notice. Flexibility here denotes primarily the ability and willingness to 
work unsocial hours, particularly regular time slots that are unpopular 
with the core workforce. The individual working times of these young 
people may well be fairly stable and reliable. In the hypermarkets investi- 
gated in the Nordic countries, this practice leads to a highly segmented 
workforce with a highly developed division of labour. 

Over and above the flexibility they deliver, the employment of young 
people enables management to put in place a system of wage differenti- 
ation corresponding to the degree of differentiation between the various 
areas of activity and the level of work task standardisation. In all the coun- 
tries investigated, the retail wage structure below management level is 
relatively undifferentiated. In many cases, there are only two pay scales in 
sales areas; in Germany, the higher scale is reached automatically through 
seniority after a few years. The age-wage profile is also generally very flat. 
For this reason, some large German retail companies, including the one 
that operates the case study hypermarket, outsource shelfstacking to sub- 
contractors whose employees are paid below the rate stipulated in the 
retail trade collective agreement. 

The only large-scale, systematic wage differentiation we encountered in 
sales areas in the retail trade were the special low pay scales for young 
people in the three Nordic countries (see Anttila and Nätti 2000; Anxo 
and Nyman 2000; Boll 2000). In Finland, high school students are paid 
70 per cent of the lowest collectively bargained starting rate. In Sweden, a 
16-year-old, for example, is paid just 60 per cent of the wage of a retail 
worker with two years’ experience, while in Denmark workers under 
eighteen years of age receive 50 per cent of the minimum pay of unskilled 
workers. Moreover, since the premiums for evening and weekend work 
are based on the respective basic remuneration, the deployment of young 
people during time periods which adult women regard as ‘unsocial’ is 
particularly favourable for employers. 

At this point, the segment of the workforce that complements the ‘gap 
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fillers’ and ‘time adjusters’ comes into the picture once again. This is the 
core workforce, variable in size, which guarantees that establishments with 
such a complex employment structure operate smoothly. However, before 
we turn to this segment of the retail workforce, we will look briefly at the 
other side of the balancing act between flexibility and service, in which 
the workforce is supposed to be not only available but also at the service of 
customers at all times. 


High commitment at low cost 


Whenever employees communicate with customers, they are personally 
representing the company that employs them. This is why personnel selec- 
tion and management are decisive factors in determining a retail 
company’s service profile. In hypermarkets, this management challenge 
comes to the fore primarily in the service and checkout areas; that is, in 
precisely those areas where there is also the greatest need for ‘time 
adjusters’ and, in some cases, for ‘gap fillers’ as well. 

This conflict of objectives is temporarily resolved to some extent over 
and over again by employing young people. Boll (2000: 16) illustrates the 
limits of this approach by taking the example of a Danish hypermarket: 
less qualified workers who do not need any product knowledge can actu- 
ally be deployed only to carry, unpack and pile up the endless stream of 
“potato goods’. This is where many of the high school students in the 
Danish retail trade work. Even on the checkouts, consideration must be 
given to the fact that for many customers the checkout employee is the 
only contact they have with staff and that the checkout area is very much 
the face of the store for the majority of shoppers. Thus the checkout 
manager puts some emphasis on having ‘employees with a positive atti- 
tude who treat the customers well’. Management would like to deploy 
older workers here, but they can seldom be recruited for such work. Thus 
management in Nordic retail companies has to draw on young people’s 
readiness to work and their educational levels in order to acquire the 
informal, unpaid skills that German retailers find in the life experience of 
female part-timers. However, the use of students as a labour reserve has 
the disadvantage that they do not stay long in the store: “They really get 
fed up with the work and go on to do something completely different’, as 
one checkout operator put it succinctly when interviewed (Boll 2000: 18). 

Workers who are “fed up with the job’ are hardly likely to produce the 
friendly face that a retail company would like to present to its customers. 
Thus the strategy of using the informal, unpaid skills of high school and 
university students for work in sales areas depends on a constant supply of 
new workers. Thus in these areas, high labour turnover paradoxically 
becomes one of the prerequisites for a successful approach to service. 

Insofar as service orientation does not consist primarily of a ‘positive 
attitude’ but also includes a minimum level of product knowledge, firms 
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seeking to develop their own specific service image have to make efforts to 
increase staff commitment. This applies, for example, to clothes stores 
where, in some of the cases we investigated, management was pursuing a 
strategy which a German personnel manager described in the following 
terms: “We're looking for trained workers who are virtually a mirror image 
of our target customer groups’ (Haipeter 2000: 18). For companies who 
are targeting the middle age groups, this objective is very difficult to 
achieve wherever the retail trade is becoming increasingly unattractive as a 
source of employment for middle-aged women. Thus as Anttila and Nätti 
(2000: 19) write, the Finnish clothes retailer looks for older workers to 
match customers’ life situation and expectations. However, there is a 
supply of young job seekers, usually students and aged on average 
between eighteen and twenty, who want temporary part-time work. As a 
result, labour turnover is a problem, especially in Helsinki. There is a lack 
of employees willing to commit themselves to the company. This forces 
human resource managers to adopt a different strategy of offering longer 
working hours in order to reduce turnover. 

Because many German women tend to seek part-time work only, the 
German clothes store that was the object of a case study has less of a 
recruitment problem than its Finnish or Swedish counterparts. Moreover, 
its market positioning is more upscale, which allows it to present itself as 
an attractive employer, both in terms of its market profile and socially. 

Only the French and Danish stores that were investigated have suc- 
ceeded in pursuing the ‘mirror-image’ strategy consistently with young 
sales staff. Both stores are part of a European chain whose products make 
it attractive to young people seeking work. As the manager of the Danish 
store put it, they offer their employees ‘some sort of action and fun at 
work, which make up for the often stressful working conditions’ (Boll 
2000: 25). In the Danish environment, however, he also has to offer relat- 
ively long working times as well as ‘fun’ — most employees work between 
thirty and thirty-seven hours per week. For management, this increased 
stability has to be offset by a loss of flexibility and shorter opening hours. 
Many young women apply for jobs, and management is in a position to 
pick out those who have completed a course of vocational training in the 
retail trade; they are expected to show an above-average willingness ‘to be 
busy and work hard’. 

Many young women aged between eighteen and twenty also apply for 
jobs in the French branch of the ‘fun’ chain. However, they have no spe- 
cific training, and management needs to make no concessions in respect 
of flexibility. As already mentioned, the majority of the young women are 
working part-time against their wishes. As the branch manager put it: 


It’s true, their pay is low. They are eighteen to twenty years old, living 
with their parents. The part-time work schedules are very variable, 
completely variable in fact, at least in theory. This is why we need very 


230 F. Jany-Catrice and S. Lehndorff 


flexible people who are prepared to make themselves available as and 
when required. Certainly, for women with children, this poses major 
problems.... It’s feasible, but for those in their first jobs it’s really very 
difficult. They have to like running ... rather than qualifications. 
(Jany-Catrice and Pernod-Lemattre 2000: 20) 


The French-Danish comparison shows the extent to which both carrot 
and stick — that is, ‘fun’ and youth unemployment - are necessary if the 
set of personnel policy objectives that might be labelled ‘at your service at 
any time’ are to be implemented in all stores where service includes a 
certain degree of product knowledge and skill. If the stick is not available, 
management has to lower its sights in respect of one or the other objec- 
tive, whether it be temporal flexibility or workforce stability. Ultimately, 
personnel managers are constantly faced with the question of how secure 
the human resource basis for their balancing act between flexibility and 
service really is. It is to this that we now turn. 


The full-time ‘anchors’ in a part-time operation 


The greater use is made of ‘gap fillers’ or ‘time adjusters’, the greater the 
responsibility borne, together with management, by members of the core 
workforce who, though variable in number, are generally full-timers or 
part-timers working relatively long hours. These employees must be func- 
tionally and temporally flexible, since they have to work shifts in order to 
maintain a presence throughout the store's opening hours, and be 
strongly committed to the company. They may be described as the ‘full- 
time anchors in a part-time operation’, since the smooth running of the 
store quite literally depends on them. 

In an extreme case, with a highly segmented workforce and fragmented 
working times, virtually all responsibility falls on the store management’s 
shoulders. The already long hours worked by many store managers are 
increased still further. The manager of the Danish case study hypermarket 
works between fifty and sixty hours per week, which is more than just a few 
years ago. In his view ‘the long hours have become “part of the job” for 
this group of employees. This is why some people quit for another job, 
especially when they start having children’ (Boll 2000: 21). 

These anchors, on whom everything depends, should not be too few in 
number. For this reason, management in many of the case study establish- 
ments is seeking to broaden the core workforce. Thus in the Nordic coun- 
tries, more attention is being paid to employees’ working-time 
preferences. In the Swedish clothes store, for example, an increase in the 
share of full-timers had led to a considerable reduction in the rate of 
absenteeism. In the Finnish branch of the same chain, where six years pre- 
viously half of the employees had been on twenty-hour contracts, most of 
them were working thirty-four hours a week at the time of the case study; 
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only the female students working evenings and weekends still had con- 
tracts offering between fifteen and twenty hours’ work per week. 

However, a highly segmented workforce does not have to lead solely to 
an increased burden for the full-time ‘anchors’, since it can also bring 
some degree of relief from particularly unfavourable working times. Boll 
(2000: 28) describes this other side of the same coin when he examines 
the reaction of the Danish trade unions who, until a few years ago, were 
still questioning the extensive use of students instead of ‘genuine’ full- 
time employees: “The students were said to be taking jobs from those in 
the real labour market. However, this sort of argument has become 
increasingly less prominent as the unemployment rate has continued to 
decline and it has become increasingly difficult to recruit staff for the 
longer opening hours.’ The trade unions have obviously now begun to 
make a virtue out of a necessity. This is shown not only in the collectively 
agreed reduced pay scales for young workers. When the legally permitted 
opening hours were extended in the mid-1990s, it was agreed for the sake 
of employee protection that no worker in the retail trade could work after 
6p.m. more than twice a week. Since collective bargaining agreements in 
Denmark are adhered to by the majority of companies, even if they are 
not legally bound by them (Scheuer 1999), there has been another huge 
increase in part-time employment in the Danish retail trade. Because most 
women wish to work full-time, demand for part-timers in the retail trade is 
focused largely on young people. The fragmentation of employment and 
working times in the retail trade is exacerbated enormously as a result, yet 
the largely female core workforce is protected to some extent from unso- 
cial working hours. 

Another approach that seeks to reduce the heavy burden of evening 
and weekend work and irregular work schedules, at least for the core 
workforce, involves the decentralisation of working-time organisation. 
Management calculates the staffing levels required for each week, each 
day and each time slot within the day, and on this basis employees plan 
their own schedules (using, at least in large departments, special software 
tools). ‘For large-scale food retailers, the introduction of participatory ele- 
ments into the organisation of working time can become the key element 
in the implementation of their personnel policy and the crucial factor in 
determining whether they are able to meet their specific labour require- 
ments from the potential supply of labour in the market’ (Voss-Dahm 
2000). As an evaluation of the experiment with employee-organised 
working times in six large Swedish retail firms showed, the opportunity to 
harmonise working times with personal needs was welcomed, although 
there were widespread complaints that staffing levels had been reduced 
since the introduction of the new system (Lowden and Akerstedt 2000). 
This confirms experiences in the German case study hypermarket. By 
increasingly reducing staffing levels, the opportunities that exist in theory 
for employees to influence the scheduling of their own working times are 
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de facto restricted. In employees’ eyes, the advantages of this autonomy in 
the allocation of working time are very severely reduced or even negated 
altogether by persistently inadequate staffing levels. Workers are faced 
with a contradiction: the scope of their responsibilities is widened but the 
resources made available are not sufficient to fulfil those broader 
responsibilities. They experience ‘empowerment’ as self-managed work 
intensification. 

In addition to experiments with working-time organisation, attempts 
are being made, particularly in the Nordic case study outlets, to stabilise 
the core workforce by increasing wage differentiation in an upward direc- 
tion. In Sweden, where the collectively agreed pay scale is as ‘flat’ as in the 
other countries, more and more retail companies are taking advantage of 
the decentralisation of the wage bargaining system, which creates 
opportunities to set up so-called ‘local funds’ for bonus systems. Premia 
are paid for seniority, extra responsibilities and further training. In 
Finland, 21 per cent of all retailers make use of similar bonus systems. The 
two Danish case studies make clear that premia paid to employees on full- 
time and long part-time contracts may be the other side of the coin of 
workforce segmentation. On the other hand, if this strategy of upward 
wage differentiation is applied to large parts of the workforce, the 
company may well come up against the constraints imposed by the prevail- 
ing price competition. Thus, according to the personnel manager of the 
German clothing store that was the object of a case study, and which is 
positioned in the upper market segment, ‘about ten years ago, our 
employees could earn on average 25 to 30 per cent more than the collec- 
tively agreed rate through team-based premia. Over the last few years, 
however, we have had to trim things a bit in that area’ (Haipeter 2000: 
37). There is obviously only very limited scope for incorporating perform- 
ance-related incentives into the remuneration system, although it is very 
much in the interests of a number of retail companies to stabilise their 
workforce by means of such instruments. 

Thus retailers’ attempts to win the loyalty of a sufficient number of 
committed ‘full-time anchors’ have very limited room for manoeuvre. 
Wage levels are low, working times unattractive. Staffing levels in many 
firms have been reduced to the absolute minimum and in many cases 
head office lays down maximum personnel costs relative to sales as a 
benchmark for individual stores or even departments. Store managers and 
full-time anchors alike are aware of these benchmarks and are faced with 
the task of safeguarding their jobs through good and careful manage- 
ment. They have to be ‘service-oriented’ in their work, but have increas- 
ingly less time to pay proper attention to customers. In the public’s 
opinion, work in the sales function of the retail trade is often regarded as 
‘simple service work’, but, under the conditions outlined above, it 
requires a high degree of social competence, organisational and decision- 
making ability, and insight into workplace processes and procedures. 
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Against this background, “it may justifiably be asked whether sales work in 
the retail trade can really be regarded as “simple” service work’ (Voss- 
Dahm 2002b: 503). The large retail companies have no strategic solution 
for this personnel problem, but they have succeeded for the time being in 
making it a problem for individual employees. It is precisely those workers 
on whose willingness to work and conscientiousness the success of these 
companies depends who are seeing the demands of their jobs increasing, 
and yet their jobs are not being adequately re-evaluated or more gener- 
ously remunerated. 


Conclusion 


The retail labour markets in the six countries studied are being substan- 
tially reorganised. The big chains are trying to shape the structure of their 
workforces in accordance with their cost-cutting and flexibility priorities; 
in doing so, they are both establishing and making use of new segments in 
the labour market. In essence, the retail labour market is being reshaped, 
but the actual forms this reshaping is taking and the question of which 
categories of workers are putting themselves forward for employment 
depends above all on the role of women in the various national labour 
markets. As the comparison of the six countries showed, the more those 
labour markets facilitate equal participation for men and women, the 
more difficult it is for retailers to meet their labour requirements from 
their traditional main target group. For a growing share of workers, 
employment in the retail trade is not associated with long-term career 
prospects. 

This increases the demands on that segment of the workforce on which 
the smooth functioning of retail establishments depends. They continue 
to regard their employment in the retail trade as a means of earning their 
livelihood. However, these key workers, who work full-time or a substantial 
part of the working week as part-timers, continue to be poorly paid, while 
the demands on their temporal flexibility, organisational capacities, social 
competences, readiness to accept responsibility, and to work as required 
and individual ability to take stress are rising. The notion of a ‘simple’, 
poorly paid activity is obviously no longer appropriate to this type of 
service work. In view of the price competition that dominates the industry, 
it will probably become increasingly difficult for companies to recruit and 
retain sufficient numbers of the skilled ‘anchors’ they require. 

To sum up, it is undoubtedly the case that the retail trade offers many 
job opportunities that make few demands on workers’ skills. However, 
these jobs are increasingly being filled by individuals who do not regard 
retail work as a long-term career prospect. The large retail companies are 
consciously accepting this. At the same time, however, the demands on 
the skills and qualifications of the core employees on whose work the com- 
panies’ success largely depends are rising. They are paid as simple service 
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workers, and yet their work involves ever-greater responsibilities and 
demands. It is time to revise the current image of the retail trade as the 
prototype of ‘simple’ service work. 


Notes 


1 This analysis draws on reports from Finland, Sweden, Denmark, Germany, 
France and Portugal (Anttila and Nàtti 2000; Anxo and Nyman 2000; Boll 2000; 
Haipeter 2000; Jany-Catrice and Pernod-Lemattre 2000; de Castro et al. 2000). 
They were based on case studies for which interviews were held with managers 
and with staff representatives and, whenever possible, with individual employees; 
a common, semi-standardised questionnaire was used. One hypermarket and 
one large clothing store were studied in each country; that is, two types of 
outlets which represent significant and, in some cases, rapidly growing market 
segments. The stores investigated reflect ‘leading-edge’ practices in their respec- 
tive market segments: the hypermarkets represent the mainstream im this 
rapidly expanding type of outlet (with the partial exception of Germany, since 
we were able to draw on mainstream cases from earlier research in that 
country), whereas the clothing stores represent, in four out of the six countries, 
two rapidly growing transnational retail chains (the stores investigated in 
Finland and Denmark are operated by one of these chains, those investigated in 
Sweden and France by the other). The sample as a whole included some of the 
leaders in their respective market segments. Unless other sources are indicated, 
the data used in this synthesis report are drawn from these country reports, 
which is why detailed references have not usually been given. In the case of the 
German and French retail trades, we have also been able to draw on earlier 
research of our own (Gadrey et al. 1997, 1999; Kirsch et al. 1999, 2000; Baret et 
al. 2000). 

2 In general, fixed-term employees in the retail trade mainly provide reinforce- 
ments during particularly busy periods of the year. Only in Sweden does the role 
of fixed-term contracts seem to be more important than in other sectors of the 
economy, since they are the favoured means of filling gaps caused by parental 
leave. The student support system in this country prohibits university students 
from being gainfully employed for more than three months per year (in full- 
time equivalents). Otherwise they run the risk of forfeiting their right to state 
support (Anxo and Nyman 2000). 
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10 Lean banking 


Retail and direct banking in France 
and Germany 


Thomas Haipeter and Martine Pernod-Lemattre 


Introduction 


Flexibility is one of the key terms used to characterise the radical change 
processes currently observed in many companies within the service and 
industrial sectors. As early as the 1980s, a ‘search for flexibility’ had been 
ascertained in the European context (Boyer 1988). What was meant by 
that term were the various attempts of companies to break up the 
Fordistic-era structures and regulations, which were felt to be rigid, in favour 
of a more flexible adaptation to the challenges of internationalised markets. 

The banking industry in France and Germany is no exception to this 
general trend. What may be observed is a pronounced change of employ- 
ment relations in banks towards flexibility. This change is a consequence 
of a shift in company strategies in the course of the 1990s. The new target 
model, labelled ‘lean banking’ (Regini et al. 1999), has flexibility of work 
organisation as its core dimension. 

Our survey of retail branch offices and direct-selling organisations fur- 
nishes proof that the primary emphasis of flexibilisation attempts made by 
financial institutions in both countries has been on increasing internal 
personnel flexibility — a consequence of new market and organisation 
strategies by the banks. External flexibility plays only a minor role, if any 
at all. Banks are adapting flexibility instruments, relying heavily on the 
flexibility of their core workforces, and working-time flexibility — more 
than functional flexibility — forms the centre of internal flexibility. Basi- 
cally, French and German banks have found similar answers to the new 
challenges posed by the markets in this respect. However, differences lurk 
behind the appearance of shared overall solutions. The concepts of 
internal flexibility pursued by French banks differ from the German 
scheme, and the concepts for retail branches differ from the concepts for 
direct banks. 

In what follows, we describe and explain these similarities and differ- 
ences through examining the role of strategies and structures and com- 
paring the specifics of the banking industry with other industries in the 
service sector. First, we take a look at changes in the international 


238 T. Haipeter and M. Pernod-Lemattre 


financial markets and the common answers the companies in France and 
Germany have found to the challenges of globalisation. We turn, second, 
to the national regulation systems of the labour markets in the banking 
Industries of both countries, which offer the banks different resources. In 
the third section, we present the findings from our case studies in branch 
offices and direct banks in both countries about the consequences of the 
new strategy for the organisation of work and working time. In France, 
one retail bank and one direct bank were studied; in Germany, two retail 
banks and two direct banks were subjected to the survey. The case studies 
are based mainly on interviews conducted with experts and employees 
located at different hierarchical levels of the banks as well as at the level of 
customer interfaces of branch offices and direct banks. 


International financial markets and the strategy of lean 

banking 

Throughout the 1990s, the globalisation of financial markets drove the 
engine of change in the banking industries of France and Germany. It was 
globalisation that put common challenges in front of French and German 
banks. There were three immediate consequences of globalisation for 
financial institutions in France and in Germany. 


1 The growing significance of the stock and securities markets. Inter- 
national companies increasingly took advantage of the international 
financial markets in order to raise equity. Loan-capital financing via 
banks gradually lost its former significance. Moreover, private 
investors also discovered the financial markets as a new destination for 
their capital assets. In the wake of this development, the role of banks 
changed. Performance of brokerage services in transactions of shares 
and securities came to replace or to join direct loan financing, which 
may be inferred from the shift in the banks’ sources of income, from 
interest income to bank charges and commissions (Huffschmid 1999). 

2 The importance of shareholder value. In the management and super- 
visory committees of banks organised as corporations (joint stock 
companies or limited liability companies), the significance of share- 
holder interests increased (Hirsch-Kreinsen 1999). Even where no 
direct pressure from shareholders existed, the norms and expecta- 
tions of the financial markets formed the attitudes of top manage- 
ment in such a way that a ‘financialisation’ of decisions took place 
(Kädtler and Sperling 2001). 

3 The increasing competition requirements. The national financial 
markets were no longer areas protected by regulation, but started to 
open up to international competition with foreign competitors. In 
this situation, the profitability of business operations received more 
attention than ever. Banks were exposed to new forms of price and 
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cost pressure. In addition, new fields of competition emerged. Innova- 
tions in products and in forms of distribution gained growing import- 
ance. The galloping expansion of direct banking as an innovative 
form of distribution in the 1990s represents an example in this 
respect. 


Interestingly enough, the banks of the two countries reacted to the 
common challenges of globalisation with very similar reorganisation strat- 
egies. In the centre of these strategies was a concept labelled “lean 
banking’, which eventually came to be a synonym for reorganisation and 
‘restructuralisation’ in the banking industry (Bierer et al. 1992). 

The spreading of the concept was fuelled both in France and in 
Germany with industry-wide discourses about the crisis of the industry 
(Sperling 1997) in which the hazards of forced competition in inter- 
national markets were conjured up. French and German banks were 
accused of lacking competitiveness compared with American and espe- 
cially Japanese banks (Seyfried 1995). As a consequence, fundamental 
reorganisation measures were recommended and substantial reductions 
in employment predicted (Cartellieri 1990). Thus the discourses about 
crisis created fertile ground for new organisation concepts and company 
strategies aimed at reforming the structures and organisational forms of 
the post-war era in banking and at orienting the banking business more 
than ever along the lines of earnings power (D’Alessio and Oberbeck 
1994; Dressen et al. 1997). 

Lean banking has been based on certain common elements: 


° segmentation by customer groups and products (i.e. the assignment 
of products to customer groups defined along categories of income 
and credit and the division of the retail organisations along these cus- 
tomer groups) 

automation of (simple) services 

reduction of branch offices 

cuts in employment and other costs 

centralisation of back-office 

the setting up of new distribution channels such as telephone banking 
and e-commerce 

° the expansion of business hours, leading to flexible working time. 


The strategy contains at least three decisive elements concerning work 
organisation for the traditional retail organisation. First, the segmentation 
of customer groups divides further integrated organisational structures in 
retailing and can bring more elements of standardisation in the work for 
those selling standardised products (Baethge et al. 1999). Second, cost 
pressure can lead to a pressure on branch staffing. Third, flexible 
working-time arrangements within longer opening hours are to adapt 
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capacity closer to demand. Furthermore, in direct banks as a new business 
channel, new forms of work and working-time organisation are being 
implemented, corresponding to standardised products and very long 
opening hours. 

Within this framework, until the end of the 1990s, not all individual 
components of the concept were given the same attention in the course of 
practical implementation. For example, branch office closures in both 
countries did not take place to the extent aimed at by the concept. In 
France, for instance, 324 branch offices were shut down between 1990 and 
1998 (the figure went down from 25,667 to 25,343); in Germany, branch 
office closures between 1993 (after the effects of the reunification) and 
1998 totalled 3,891 (from 49,118 to 45,227 units). In addition, employ- 
ment during this period was not reduced drastically. Whereas in France 
overall employment in the banking industry was on a slight decline 
throughout the 1990s (from 432,927 employees in 1992 to 411,521 in 
1998), it was balancing out at a relatively constant rate in Germany (from 
744,400 in 1992 to 759,900 in 2000). 

In addition, despite the closures of branches and the slight reduction 
of personnel, dismissals were the exception and not the rule in the 
banking industries of both countries. On the contrary, the companies 
tried to stabilise their core workforces. In France as well as in Germany, at 
the end of the 1990s, company seniority exceeded ten years for more than 
half of the employees; another 15 per cent and 25 per cent, respectively, 
had been staying on for periods ranging between five and ten years. More- 
over, the companies used new forms of employment such as temporary 
employment only in marginal shares, as Table 10.1 shows. And the 
turnover rates in the banking industries are low, so that, even at the 
margin, external flexibility is of minor importance. 

Thus, in the banking scene of Germany and France, internal flexibility 
played a dominant role in the personnel strategies of the companies. This 
may be regarded as an element of the lean banking concept, and we will 
see that working time plays a crucial role in this context. All in all, until 
the beginning of the new millennium, reorganisation efforts geared to 


Table 10.1 Temporary and permanent employment in the banking industry (%) 


Men Women 


Permanent Temporary Permanent Temporary 


France Germany France Germany France Germany France Germany 


1993/94 96.4 88.3 2.9 9.1 99.1. 91.4 6.9 8.0 
1995/96 96.6 90.4 2.9 7.6 93.5, 2923 6.3 7.0 
1998/99 96.0 89.1 3.7 8.0 93.1 91.3 6.9 8.0 


Source: European Labour Force Survey, Germany, West Germany only. 
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other elements of the concept were much more far-reaching than branch 
closures or personnel reductions. The segmentation according to cus- 
tomer groups and products, the automation of banking services, the cen- 
tralisation of back-office functions, and the setting up of new distribution 
channels meanwhile became genuine structural characteristics of French 
and German banks. In their implementation of lean banking, the finan- 
cial institutions assumed a new profile. 


Impact of national regulations on company strategies 


National regulations 


Globalisation presented common challenges for the financial institutions 
in France and Germany; and banks reacted with very similar strategic con- 
cepts. However, the challenges had to be tackled in a setting of different 
national institutional systems. The banks had to adapt their strategies to 
the respective institutional conditions when implementing them into 
corporate practice. The respective national institutions and regulations 
offered different resources for the adaptation process as well as different 
rules and restrictions. In the wake of financial market globalisation, 
attempts made in both countries at newly regulating their national finan- 
cial systems have led to a gradual approach of several institutional para- 
meters, especially with regard to the strengthening of capital markets 
(Lütz 2000). However, there is definitely no question of the fundamental 
institutional differences between the two countries levelling out. As will be 
spelled out in what follows, the French system is more state-oriented, 
whereas the German system is more corporatistic. This is true not only for 
the differences lingering in the financial systems themselves, but also for 
the regulation of labour and product markets. 

As to the financial systems and product markets, the basic difference 
between the two systems was pointed out by Zysman (1983). In Germany, 
the banks historically have acted as central intermediaries of financial 
transactions and have therefore much room for manoeuvre in their own 
organisation of financial relationships, whereas financial operations in 
France historically have been regulated to a much higher degree by the 
state — on the one hand, in the form of bank nationalisation, and, on the 
other, in the shape of product market regulations imposed by the state. 
This fact largely explains the differences in the significance of the univer- 
sal banking principle. Since the post-war period, universal banking struc- 
tures in Germany have been formative for all groups of banks: private 
banks, savings banks and cooperative banks. In France, they have come to 
gain ground only slowly since the 1970s as a result of legal changes (Deeg 
1999). 

Thus product market regulations in France were traditionally much 
more far-reaching than in Germany. Since the 1940s, the state in France 
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has been undertaking substantial interventions in the financial system in 
order to secure industry political goals. Apart from the nationalisation of 
large banks, the state aimed at a demarcation of specialised markets by 
separating deposit-taking banks and equity banks. Some of these regula- 
tions were rescinded at the end of the 1960s, so that, from that time on, 
universal banking structures akin to the German type could slowly 
develop. However, the French state continues to privilege certain savings 
products by means of tax exemption, thus creating protected markets. 
This applies especially to savings banks. In Germany, this sort of product 
promotion was unknown; however, even there we come across special 
rules for savings banks ensuing from their specific public mission. Another 
important regulatory field in France is cheque transactions. The banks are 
legally bound to offer cheques, cheque processing and maintenance of 
checking accounts to their customers free of charge. By contrast, German 
banks have been charging account-keeping fees for the widespread per- 
sonal current accounts since the 1970s. (Hildebrandt 2000). 

As to the labour markets, two regulatory fields deserve special mention: 
qualification systems on the one hand, and working-time regulations on 
the other hand. In Germany, the vocational training system obviously has, 
by tradition, great importance for personnel recruitment. The dual system 
of vocational training for apprentices, borne and organised jointly by the 
social partners and the state, seeks to combine schooling and practical 
training. The state contributes formal education and training in voca- 
tional schools; the practical training of the apprentices takes place at the 
workplace in the companies, based on a training regulation negotiated 
jointly by the employer organisations and the trade unions. This training 
regulation for the ‘bank clerk’ focuses on imparting occupation-related 
broad expertise about all banking divisions. The 1998 reform of the train- 
ing directive has confirmed this basic orientation; however, it prioritises 
market and customer orientation in the personal banking sector (Kreyen- 
schmidt 1997). Initial vocational training is followed by internal opportun- 
ities for stepwise further training on which in-house promotion depends. 
At present, approximately 90 per cent of bank employees have acquired 
banking-specific qualifications. Although this is quite a stable rate, the 
pattern is on the move towards the recruitment of people with a higher 
educational background. Between 1987 and 1995, the share of employees 
with a university degree in all employees of the industry rose from 4.1 per 
cent to 7.5 per cent (Kreyenschmidt 1997). By contrast, the apprentice- 
ship rate’ was brought down from well over 10 per cent in 1992 to only 
7 per cent in 1999 (AGV Banken 2000; Backhaus and Wagner 1999). In 
addition, between 1995 and 1999, the share of young people with upper- 
secondary leaving certificates recruited by the banking industry rose from 
69.3 per cent to 76 per cent of the workforce; the ratio of others, mostly 
intermediate school-leaving certificates, went down from 27.9 per cent to 
21.9 per cent. However, it has to be kept in mind that these figures do not 
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reduce the leaky structure of hierarchies in German banks for in-house 
promotion of employees with bank clerk and further internal qualifica- 
tions. 

Broad occupational training in Germany contrasts with the narrower 
training concentrated on sales in France where the system is based on 
longer education at schools and universities and on shorter job-specific 
training. Occupation-related training is organised in industry-specific insti- 
tutions by the banks themselves. Historically the lines of development are 
strongly influenced by the large recruitment waves launched at the end of 
the 1960s and the early 1970s. In the wake of these waves, mainly 
employees without banking-specific qualifications were recruited. Even 
though the qualification levels for the majority of the employees were 
higher in France than, for example, in the United Kingdom (O’Reilly 
1994) in 1991, 55.3 per cent of employees were still without occupational 
qualifications (Hildebrandt 2000). In the course of the 1990s, however, a 
trend towards an increase in professional banking qualifications was 
observable. In 1998, the share of employees in French private banks 
without occupation-specific training had dropped to 44.2 per cent. At the 
same time, the contents of the training have shifted in the direction of 
social competencies and sales skills that are non-industry-specific and non- 
occupation-specific (Hildebrandt 2000). The upward trend in qualifica- 
tion levels is corroborated by the increasing share of individuals with 
higher ranking educational certificates in the overall share of newly 
recruited banking employees. Whereas in 1991 over 41 per cent of newly 
recruited employees still presented graduation certificates in the range of 
the General Certificate of Education or below without certificates of uni- 
versities or vocational colleges, this ratio had gone down to 20 per cent by 
1998. Thus 80 per cent of the newly recruited employees can present final 
certificates of a vocational college or a university (Hildebrandt 2000); i.e. 
the category of the so-called ‘cadres’ is on the rise. 

The basic differences in the regulatory systems of the two countries also 
characterise working-time regulation. In Germany, working time is the 
second of the two main policy fields of collective bargaining, second only 
to wages in importance. Wages and working time are objects of collective 
bargaining at industry level between the employers’ associations and the 
trade unions. Company bargaining between company management and 
the works council is possible on topics delegated to the social partners at 
this level or left open by the bargaining on an industry level (Bosch 2004). 
In France, formerly it was primarily wages that were regulated in the 
process of collective bargaining, in fact also at industry level and, intensi- 
fied in the past decade, at company level. In matters of working time, leg- 
islation has the dominating influence, as is highlighted, for example, by 
the legal regulations of working-time reduction. It is true that there has 
been an enormous increase in collective bargaining on working-time 
topics after the introduction of the thirty-five-hour work week. But it has 
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been the details of the implementation, not the reduction of working time 
as such, that has formed the focus of negotiation by the social partners. In 
Germany, the state defines only the minimum statutory provisions on 
working time that collective agreements are bound to comply with. 

Until the mid-1990s, the French banking industry was governed by the 
Working-Time Regulation of 1937, which stipulated that actual working 
times were not to exceed eight hours per day, that no work was allowed on 
two successive days including Sunday, and that the weekly working time of 
forty hours had to be distributed evenly among all employees over five 
days of the week. Gradual deviations from these stipulations have been 
agreed upon between the bargaining parties of individual banks since the 
1970s, first for back-office functions, then also for customer contact areas, 
and especially for the direct banking arena. In 1982, a working-time 
reduction was imposed, and in 1997, further new regulations covering 
working time were issued. These provided for the possibility of shift opera- 
tion, staggered working times and a four-day work week based on thirty- 
nine hours. 

The minimum standards defined by the German working-time legisla- 
tion limit daily working time to eight hours, allow options for expansion 
to a maximum of ten hours, and allow work on six days of the week, 
excluding Sunday. Deviations from the daily maximum of working time 
have to be balanced out within six months. The collective agreement in 
force in the banking industry in 2000, the year our case studies were com- 
pleted, provided for a weekly working time of thirty-nine hours, a 
maximum working time of forty-five hours, an equalisation period of six 
months, and partial permission for Saturday work for 6 per cent of the 
labour force. Important new settlements, which are not yet reflected in 
our case studies, include the statutory introduction of the thirty-five-hour 
week in France and the collective agreement on the establishment of long- 
term working-time accounts in the German banking industry. 

The average actual working times were indeed highly influenced by the 
collectively agreed working times (Table 10.2). Seen from an overall 
perspective, collectively agreed working times were stable in the decade of 
the 1990s, and actual average working hours per week fluctuated accord- 


Table 10.2 Duration of actual average weekly working time of financial intermedi- 
aries (hours) 


1993 1996 1999 


Full-time Part-time Full-time Part-time Full-time Part-time 


France 40.76 24.34 41.28 25,94 40.99 26.71 
Germany (West) 39.18 19.07 39.44 18.86 39.69 19.72 


Source: European Labour Force Survey (p. 65). 
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ing to business cycles. Furthermore, we can see that the working times in 
France and Germany were gradually approaching each other for full- 
timers, owing to a slight increase in the duration of working hours of full- 
time workers in Germany. Average working hours of full-timers rose from 
39.18 hours in 1993 to 39.69 hours in 1999. In France, they remained 
more or less constant over the survey period, levelling out at 40.76 hours 
in 1993 and at 40.99 hours in 1999. A decisive question for the future 
ahead in France is to what extent the legal change in contractual weekly 
working hours will be mirrored in actual weekly working times. Since 
there are to date no promising attempts at implementing further reduc- 
tions of contractual working hours in Germany, no reductions of actual 
working times are in sight. 

The importance of part-time work in the banking industry in both 
countries is growing. Companies try to use part-time work on a greater 
scale for reasons of cost reduction (Dressen et al. 1997). In both countries, 
part-time work is largely dominated by women, based on a relatively high 
proportion of women in the workforce in the banking sector (Table 10.3). 
However, it has to be taken into consideration that, in France, both the 
proportion of women working full-time and the actual average working 
time for part-timers in the banking industry, as well as in general, are 
higher than in Germany. 

The higher percentage of women working full-time may be explained 
at least partly by the different child-raising systems of the two countries — 
the part-time childcare systems and schools in Germany and the full-time 
childcare systems and schools in France (Dingeldey 2000; Thenner 2000). 
Furthermore, an expansion of part-time work in Germany seems to be a 
professed political goal of legislation and the collective bargainers. Thus 
part-time work in Germany has a deeper anchorage in social and political 
structures (see Wagner (Chapter 5) and Jany-Catrice and Lehndorff 
(Chapter 9), this volume). 


Table 10.3 Share of full- and part-time employees in the banking industry by sex 


(%). 
Men Women 
Full-time Part-time Full-time Part-time 


France Germany France Germany France Germany France Germany 


1993 99.1 98.5 0.9 1.5 83.9 73.1 16.1 26.9 
1996 98.7 98.3 1,5 1.7 83.9 71.8 16.1 28.2 
1999 96.9 96.9 31 3.1 76.2 68.8* 23.8 31.2 


Source: European Labour Force Survey, Germany, West Germany only. 


Note 
* difference. 
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Country-specific brofiles of strategy 


Lean banking has a country-specific colouring. Despite the wide range of 
similarities with regard to the overall strategy, the country-specific reor- 
ganisation profiles differ significantly between the French and the 
German banking industries because of the different resources and restric- 
tions coupled with the different national institutions and regulations. This 
fact may be illustrated by way of two indicators which prove highly signifi- 
cant for a comparison of work and working-time organisation in branch 
offices and direct distribution organisations: the strategy of customer 
group segmentation and the strategy of setting up new distribution chan- 
nels (Hildebrandt 2000). 

The first weighty difference in customer group segmentation is the sub- 
division of segments. In German financial institutions, two, or at most, 
three segments are distinguished — wealthy individual customers are set 
apart from ordinary personal customers. In contrast, there are four or 
even five segments in French banks — one segment for wealthy clients and 
three or four different segments dividing personal customers into differ- 
ent groups according to income, credits, and — unusual for German banks 
— status. Furthermore, in France, the dividing line between the individual 
and the personal customer area is more distinctly drawn. The con- 
sequences for recruitment and organisation are decisive. In France, 
account executives for individual customers are mostly recruited directly 
from the universities, whereas in Germany, 80 per cent of such account 
managers have worked their way up as bank clerks from the ordinary per- 
sonal customer segment. Furthermore, French branch offices are charac- 
terised by a highly specialised organisational structure in which employees 
attend only to customers of the segment for which they are responsible. 
Employee training is also conducted according to such segments; and, 
since the 1990s, performance appraisal has been clearly based on the 
evaluation criterion of ‘sales’ (Dressen et al. 1997). In German branch 
offices, by contrast, all employees engaged in consultation and service 
activities are responsible for all types of personal customers. Bank clerks in 
Germany are more generalists than specialists. This is related to the fact 
that high-quality counselling retains its significance for personnel 
appraisal (Hildebrandt 2000). 

As to direct banks, they are much more widespread in Germany than in 
France. There is only one genuine direct bank in France; by contrast, all 
large private banks in Germany have their own direct banks. A major 
reason for the low incidence of direct distribution banking in France 
resides in the obligation of banks to offer charge-free checking and current 
accounts; direct banks cannot improve their status by means of lower 
account-keeping fees (Hildebrandt 2000). Furthermore, in Germany, the 
banks take advantage of spin-offs or disincorporation in order to withdraw 
direct distribution from the reach of industry-wide collective agreements in 
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order to reduce wage costs and with a view to evading collective working- 
time regulations. In France, by contrast, individual plant-level arrange- 
ments may be obtained only in exchange for large concessions to the trade 
unions, because deviations from the binding legal regulations have to be 
negotiated and accepted by the social partners in collective bargaining. A 
second point is the personnel concepts of call centres. The vocational 
training system in Germany provides the skills and competencies required 
for the broad advisory functions of bank clerks, but this is far more qualifi- 
cation than what is needed for the simple sales and information services 
required in direct distribution. In addition, the banks do not want to 
recruit the comparatively expensive bank clerks for this job. The French 
training system, with its emphasis on the selling aspect, seems to fit better 
for the latter purpose because employees are cheaper. This is not the least 
reason why mainly employees without any bank-specific training are 
recruited for jobs in German call centres, whereas in France, employees 
with completed education and training are taken on. 


The case studies: new forms of flexibility in call centres and 
branch offices 


The impacts of institutions and regulations on the global strategies of the 
French and German banks also find expression in our case studies of 
retail and direct banks.? In the case studies, we analysed different forms of 
personnel flexibility not only between direct and retail banks, but also 
between the French and the German cases. 

It should be noted, as a background, that in both countries, banks are 
seeking to extend the service hours of their branch offices and of their 
direct banks. In France, longer business hours constitute a major asset for 
the management of branch offices. The employer’s goal is to open the 
branch offices on six days out of seven with, at the same time, longer daily 
business hours. In Germany, the issue of expanding bank hours is also an 
important topic of discussion, especially regarding the opening on Satur- 
days allowed by the collective bargaining agreements; but, up to now, 
practical changes appear to be less advanced than in France. As regards 
call centres, there are also disparities, but these seem to be more pro- 
nounced between the companies than between the countries (see Tables 
10.4 and 10.5 for the service hours of our case study organisations). 

Of course, the longer opening hours of retail branch offices and the 
quasi-permanent business hours of call centres force companies to resort 
to sophisticated flexibilisation strategies and to reorganisations in working 
time: shift work in the shape of day-off rotation schedules and of systems 
based on multiple shifts per day. By and large, service hours are a deter- 
mining factor in the search for flexibility. However, they do not determine 
the choice of the shape which such temporal flexibility takes and they 
cannot explain the differences between the countries. It is rather, as we 
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Table 10.4 Opening hours of retail branch offices. 


Germany France 

BD1 BD2* BF 
Monday-Wednesday 8:30-16:00 8:30-16:00 8:30-18:00 
Thursday 8:30-18:00 8:30-18:00 8:30-18:00 
Friday 8:30-15:30 8:30-15:30 8:30-18:00 
Saturday Closed Closed Service hours 


are becoming 
normal practice 


Note 
* Open at noon. 


Table 10.5 Service times of call centres 


Germany France 

DBD1 DBD2 DBF 
Monday-Friday 24 hours 8:00-20:00 24 hours 
Saturday 24 hours 8:00-20:00 24 hours 
Sunday 24 hours Closed Closed 


will argue in this chapter, the different institutional resources which banks 
can make use of that are crucial for the explanation of these differences. 

In our case studies, we found different models of flexibility that may 
best be summarised by way of polarisation (Lehndorff 2001). Flexibility of 
an ‘active’ type combines the functional flexibility of a work organisation 
based on high and general qualifications and temporal flexibility focusing 
on the aspect of the individual time management based on participation. 
This participation is based on co-administration of the principal variables 
of temporal flexibility, choice of duration of work, and choice and better 
forecasting of the schedules, similar to negotiated flexi-time. Flexibility of 
a ‘passive’ type is essentially built on temporal availability (Gadrey et al. 
1999), unilateral directed working-time management from above, high 
functional differentiation and fragmented forms of working time. This 
form of temporal flexibility consists in exploiting all the variables such as 
duration, variability, forecasting, and pace of the schedules, and gives little 
choice to the employee. Corporate flexibilisation strategies are, of course, 
often located between these two poles. The results of our case studies 
show that companies combine various dimensions of temporal flexibility 
according to the developed strategies, the market regulation, and the 
context in terms of work and working hours. None the less, it will be pos- 
sible to find main characteristics of temporal flexibility by analysing the 
common points, as well as the divergences between the two countries and 
the different channels of distribution. 
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Call centres 


In the call centres of the direct banks in both countries, flexibility was 
based on functional differentiation and working-time directions from 
above with little room for individual autonomy, which may include ele- 
ments of (mostly informal) participation in working-time organisation. 
Thus direct banks stand very much for what has been labelled as ‘passive 
flexibility’. 

In the German direct banks, temporal flexibility was based mainly on 
part-time work. The two centres we studied operated on a flexible rotating 
shift system with part-time work being the central element. The flexible 
use of part-time work according to the fluctuations in incoming calls was 
the main characteristic of this system. Full-time work provided for a stable 
anchor of the system. Thus, in the first German direct bank, DBD1, full- 
time work had a fixed position at least during one week, whereas the posi- 
tion of part-time work could vary freely over the working day or within the 
same week. 

From this similar base, differences in the handling of working-time 
systems had evolved in the two call centres. In DBD1, planning was 
effected in a centralised manner by means of sophisticated information 
technology. An activity forecast based on evolutionary customer flow data 
was coupled with the working capacity of the team. The planning was 
done on a monthly basis. In order to cope with short-term fluctuations not 
included in the planning, three possibilities were used in DBD1: (1) 
internal functional flexibility within the department, (2) asking for 
employees who have free time to step in, and (3) internal flexibility of 
other departments. In the second German direct bank, DBD2, planning 
was not handled in a centralised manner; rather it was the team leader 
who established manual planning per fortnight in a more approximate 
manner. Two further mainstays of flexibility were used in DBD2: the 
formation of an internal team recruited from the telephone banking 
section, which constituted a limited element of functional flexibility, and 
the possibility of varying the duration of daily working time and to work 
overtime hours beyond the statutory range. 

A decisive background for these working-time practices in both direct 
banks was provided by their personnel recruitment strategies, which were 
based to a large extent on students or housewives who had an interest in a 
part-time contract. Management was particularly interested in students, 
since they were expected to have useful social and communication compe- 
tencies. In both direct banks, about 50 per cent of the employees in the 
call centres were students. Their competencies were a free resource used 
by the banks without generating additional costs. However, it was not only 
for reasons of cost savings that employees with bank-specific qualifications 
were rarely recruited in German call centres. As a personnel manager told 
us, the bank-specific qualification is designed for the retail branches, not 
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for the call centres of the direct banks. In this view, a general knowledge 
of products and processes is not needed in the call centres, but this esti- 
mation is valid only for a product strategy of a restricted supply. For 
instance, if a direct bank tries to sell the same products as a retail branch, 
bank-specific qualification will be important for the direct bank as well. 
This consideration was discussed in DBD1 at the same moment as we 
made our case study, where a closer connection of the direct banking 
channel to the retail channel of the bank was planned. At any rate, the 
high percentage of students was coupled with the intention to stabilise the 
core workforce. Dismissals were not practised, and students could work for 
many years in the direct banks. Some of them even stopped their studies 
and took full-time jobs in the direct bank. 

The situation was rather different in the French direct bank, DBF. 
French management thought that the more sales-oriented - i.e. less gener- 
alist — qualifications of the employees were a resource worth using in the 
direct bank. Therefore, about 66 per cent of the staff originally came from 
traditional retail banks. In DBF, too, passive flexibility reigned. Similar to 
the direct banks in Germany, DBF had developed autonomous structures 
in order to circumvent collective agreements on working time. However, 
thanks to the granting of premiums, salaries were usually more generous 
than in classical banks — which was not the case in Germany. Furthermore, 
in the French direct bank, the system of variable working time was not 
based on part-time work, but rather on staggered working hours based on 
full-time shifts. Thus, the passive flexibility was different from the one 
practised in the German call centres, since it did not rest on the develop- 
ment of part-time work. 

Again, it is the recruitment strategy of management in the labour 
market that has to be taken into account in this respect. In contrast to the 
German cases, French managers did not target primarily housewives or 
students and preferred a rather stable and young, if relatively low- 
qualified, workforce (for the labour market background see Jany-Catrice 
and Lehndorff (Chapter 9, this volume). 

Beyond these differences, the common core of the flexibility concepts 
was that management was primarily interested in the adaptation of staff to 
customer flows. This included an explicit recourse to functional differenti- 
ation in their personnel strategy. 


Retail branches 


In contrast to the direct banks, branch offices of German banks make sub- 
stantially greater use of active flexibility. Working-time flexibility based on 
autonomous decisions of the employees and functional flexibility based 
on skills and competencies required for broad advisory functions go hand 
in hand. This was particularly pronounced in the two case study branches 
that practised a pilot model of working-time organisation labelled ‘trust- 
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based working time’ (Hoff 2002). The regulation of trust-based working 
time as applied in the analysed branch banks presented a fairly uniform 
picture (see Haipeter (2001) for details): 


e Goals: On a basis of mutual trust, an autonomous scheduling of 
working times by employees shall be permitted. 

e Time frame: A work or service time frame is fixed, within the bounds 
of which working-time location may vary. Job hours outside of this 
time frame are subject to approval and are liable to surcharge. 

e Time recording: Time recording is done by the employees themselves. 
They register daily deviations of the actually performed job hours 
from the agreed working time. The question of which parts of atten- 
dance time are to be considered true working time is left to the 
employees’ estimation and discretion. 

e Account management and compensation principles: Working-time 
accounts are established for the documentation of positive or negative 
working-time balances. In both banks, so-called balance-reduction dia- 
logues constitute the core of the compensation arrangements. When a 
defined working time has been hoarded, an agreement concerning 
the reduction of the time balances has to be made. 


Both agreements allow an extraction of three core aspects that are charac- 
teristic of the concept of trust-based working time in the branch banks. 
These read as follows: 


1 Delegation of time recording: The employer delegates his respons- 
ibility for time recording in accordance with the provisions stipulated 
by working-time law to his employees. Documentation is done only in 
the case of deviations from the contractually agreed working time and 
is limited to major time intervals. 

2 Decoupling of attendance and working time: Not the entire atten- 
dance time after deduction of unpaid breaks counts as working time, 
but only that part of attendance time spent productively on achieving 
work results. 

3 The individualisation of working-time conflicts: In the case of strained 
time-balance limits, the practice of trust-based working time in com- 
panies places employees under the obligation (in the words of the 
personnel manager of BD2) ‘to go to the manager with the works 
agreement in their hands and to demand credit reduction’. The prin- 
ciple of balance reduction seems to be considered as both a right and 
an obligation at the same time. 


In both branches, the degree of autonomy in working-time decisions and 
the functional flexibility of employees were on a high level. Employees 
could decide autonomously about their working time, and they worked as 
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a team, which allowed for helping each other in cases of bottlenecks. This 
was designed as a mechanism of positive feedback loops: the employees 
can make responsible decisions on working time and they can help each 
other to fulfil their tasks so that the handling of working time is facilitated. 

In both branches, however, we witnessed tendencies that can under- 
mine this flexibility compromise between the companies and the 
employees. In both cases, retail banking has come under serious cost pres- 
sure due to the existence of new distribution channels, the competition 
with new and highly profitable spheres of business such as investment 
banking, and the new profit goals developed by management in the 
course of financialisation. This cost pressure was being passed on to the 
individual branches in various ways, either by tight budgeting or by means 
of direct personnel cutbacks. As regards the employees’ design options in 
terms of working-time policy, this development may well entail serious and 
far-reaching consequences, as was confirmed by one branch manager. 
Tight personnel budgeting leads to an increased per-capita distribution of 
the volume of work, to increased performance standards, and to increased 
time requirements. Structurally, extra work which can no longer be 
reduced and a shrinking de facto autonomy in working time organisation 
may be the lasting aftermath. 

The French case study banks exhibited a contrasting picture to their 
German counterparts. Strategies in working-time organisation aimed pri- 
marily at the introduction of annual hours, including seasonal adjustment 
according to demand fluctuations, at the increase in multi-tasking in both 
back- and front-office areas, and at shift work entailing modifications or 
changes of the daily schedule or modifications in the number of days 
worked. In this respect, a working-time reduction at the French retail 
bank, BF, in 1998, was of particular importance. It was introduced in the 
framework of the Robien Act’ and allowed for a general cut from thirty- 
nine to thirty-three working hours per week for all branch staff, which 
gave way to the introduction of several shift systems in the course of 
longer branch-office service hours. As a result of these reorganisations, the 
branch office was operated in four shift patterns placed either on daily 
rosters (par relais) or on the number and location of days worked (par 
roulement). 

Regarding these patterns, it was obvious that working-time organisation 
was directed very much from above and based mainly on the temporal 
availability of employees. Functional flexibility played only a minor role, 
the main reason being the segmentation strategies and the segment- 
specific qualifications of the staff provided by the training and recruit- 
ment systems mentioned above. Under these circumstances, the main goal 
of working-time flexibility was to cope with the extension of opening 
hours. Moreover, working-time reductions were used as a tool for rejuven- 
ation of the workforce: the number of hours worked by the existing staff 
had been reduced, whereas the development of profit-generating 
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commercial functions was subject to targeted recruitments of high-skilled 
staff (cadres) for the most dynamic business functions rather than the 
reorganisation of work and the increase in functional flexibility of the 
existing staff. However, as a consequence, French banking employers are 
now facing a contradiction. A gap is opening between the higher need for 
specialisation required by professionals to develop new, sophisticated ser- 
vices, on the one hand, and the search for greater versatility especially on 
the level of sales networks, on the other (Bruniaux 2001). 

To sum up our case studies, in the French and German direct and 
retail banks we have found that the type of working-time flexibility may 
differ significantly. Both between the banks in the two countries and 
between branch offices and direct banks, a clear distinction can be made 
with respect to the overall flexibility strategy. Most important, the French 
case study organisations tended towards a ‘passive’ concept where 
working-time flexibility is based primarily on rigid shift schedules, whereas 
the German branch offices tended towards an ‘active’ concept in which 
functional flexibility fosters working-time flexibility based on the self- 
managed adaptation of employees to business needs. The respective 
choice of prime resources of flexibility in either country is highly inter- 
twined with the qualification structures of staff provided by the education 
and training systems and the recruitment strategies of companies. The 
German system of occupational training makes it an advantageous choice 
for companies to rely on the functional flexibility of their staff and to cor- 
responding forms of temporal flexibility, as compared to the more seg- 
mented workforce in French banks, which invites companies to a greater 
functional differentiation and to working-time management ‘from above’ 


(Table 10.6). 


Table 10.6 Forms of internal flexibility 


France Germany 
Direct banks ® Low degree of autonomy ° Low degree of autonomy 
° Low banking skills and ° Low banking skills and 
competencies competencies 


e Shift schedules partly flexible * Flexible shift schedules 
° Flexibility based on full-time ° Flexibility based on part-time 
work work 
° Passive temporal flexibility ° Passive temporal flexibility with 
some active elements 


Retail banks ¢ Bank-specific skills according ¢ Bank-specific skills with broad 
to segment and orientation expertise 

on sales Low segmentation 

High segmentation High autonomy 

Low autonomy High functional flexibility 
Low functional flexibility Active temporal flexibility 
Passive temporal flexibility 
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Conclusion 


The banking industry in both countries is a service industry in change. 
The globalisation of financial markets, the new dominance of shareholder 
value, national re-regulations and the intensification of competition has 
formed a new market environment, and therefore new challenges for the 
banks. The banks in Germany and France answered these new challenges 
with the implementation of a new concept of company strategy, ‘lean 
banking’, which nearly took up a status of a ‘one best way’ concept in the 
course of the 1990s. Segmentation, automation, new distribution channels 
and the centralisation of back-offices in the meantime have become stan- 
dard features of bank organisations. 

The same applies to the concepts of personnel policy and work organi- 
sation contained in the lean banking strategy. The banking industry 
historically had a medium- to high-skilled workforce, where the medium- 
skilled employees occupied most of the customer interfaces, except for 
the relationships to corporate customers, which were traditionally occu- 
pied by a high-skilled workforce. In both countries, the financial system 
was based on a relatively highly regulated domestic financial market. Fur- 
thermore, the Fordistic forms of work and working-time regulation were 
dominant in both banking industries up to the 1990s. Collectively negoti- 
ated long-term working contracts coupled with a social security system, as 
well as highly standardised working hours concerning duration, distribu- 
tion, and position of working time, combined with relatively short 
opening hours of branches, characterised the scene. 

In the context of lean banking, the traditional stability of the core 
workforce was maintained in both countries, but it was used by the com- 
panies to enhance the internal flexibility of its workforce as the core 
concept for work organisation. Thus working time is a cornerstone of per- 
sonnel flexibility upon which the banks build. This is why the companies 
needed flexible forms of working-time organisation presented in our case 
studies. However, functional flexibility as a second possible resource of 
flexibility is not developed systematically within the lean banking concept. 
In fact, we found that the high level of functional flexibility in the German 
retail banks was very much a consequence of the training system rather 
than of lean banking. Ironically, it was the low degree of segmentation 
and therefore the incomplete implementation of lean banking that made 
it possible to introduce integrated tasks and self-managed working-time 
organisation in German branch offices, taking advantage of the broad 
bank-specific qualifications of the employees. 

This points to the differences between the two countries. Strategies 
such as lean banking can gain a foothold in company reality only 
after passing through the filter of different regulations of the national 
institutional systems. Companies refer to the specific rules and resources 
which they encounter in their respective national systems. Regulations of 
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the financial systems and of the labour and product markets work 
in the sense of a ‘duality of structure’ (Giddens 1991) in that they 
both enable or empower (resources) and constrain (rules). Thus, despite 
the joint orientation of French and German banks towards a best- 
practice strategy, there is no such thing as a ‘one best way’ of flexibility. 
On the contrary, the respective forms of strategic implementation in the 
two countries bespeak the formative power of national institutional 
systems. 

A central role in this respect is played by the education and training 
systems. French and German banks address, in their recruitment strat- 
egies, workforces with different qualification structures. Our case study 
analysis has shown that qualification influences work organisation and 
that work organisation itself is highly related to working-time organisation. 
Thus, if French banks should want to tap employee abilities and skills in 
the framework of active flexibility concepts, they would need to ‘re-form’ 
and ‘re-model’ the training system in the direction of a broad polyvalent 
qualification. Furthermore, if the German banks should want to 
strengthen the functional flexibility of their workforce, they would need 
to preserve the firm base of the existing dual system of vocational training, 
adapt it continuously to the changing conditions of the industry, and 
develop a strategy of a functional integrated work organisation in its own 
right. 

Against the background of the cuts in branch office staff that are 
planned and of the shift in staff structures towards higher educational 
levels, it remains an open question, however, whether German banks will 
be more likely to head towards a greater emphasis on segmentation of 
their staff in the future. Moreover, as we have seen, active flexibility in the 
work organisation of German retail banks contradicts to some extent 
the rationalisation and cost-cutting procedures that are incorporated into 
the lean banking concept. In this context, cost pressure may lead to a 
pressure on working time and on the self-management potential of 
employees. It is all too obvious that in both countries lean banking is not 
the end of history. 


Notes 


1 The share of apprentices as a percentage of all employees of a company. 

2 For the presentation of our case studies, we shall refer to the companies by 
means of abbreviations for reasons of simplicity. In the following, ‘BF’ is meant 
to refer to the French retail bank; ‘DBF’, to the French direct bank; ‘BD1’ and 
‘BD2’, to the German retail banks; and ‘DBD1’ and ‘DBD2’, to the German 
direct banks. 

3 The Robien Act of June 1996 offered companies the possibility of reducing 
working hours in order to either create or safeguard jobs in exchange for a 
reduction of their social security contributions. It was followed in 1998 and 1999 
by the two Aubry Acts, which stipulated the step-by-step introduction of the 
thirty-five-hour week as the legal standard working time. 
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Part III 


Common challenges 


11 The shaping of work and working 
time in the service sector 


A segmentation approach 


Jill Rubery 


Introduction 


The changing nature of work is a topic much debated from a variety of 
perspectives but the analysis often lacks an integrated theoretical frame- 
work with which to underpin it. The changing nature of work is often 
treated by the economics profession and by some management theorists 
as the outcome of unstoppable market or technological forces, involving 
the diffusion of best practice techniques. In contrast, for political scientists 
and industrial relations specialists, the driving force for change is the 
policy agenda, dominated by deregulation, in a context of globalisation 
and the diminishing power of the nation-state to protect labour (Coates 
2000). And for sociologists, changes in work have to be understood within 
the changing relationship between work and the wider society, including 
the class structure (Crouch 2000). Economists try to incorporate these dif- 
ferent dimensions to employment change within the same framework, 
and where this is attempted the results are usually at best partial. For 
example, it is common for economists to note the rising participation of 
women, but not to explore how this may affect the structure of working 
time, the pattern of pay and careers, the flexibility strategies pursued by 
firms or the impact of job generation on open unemployment.' To con- 
sider the significance of the studies of the service sector generated by the 
NESY project for understanding the development of new forms of work 
and working time, a rather general framework is required. This frame- 
work needs to deal with both static comparative issues and dynamic devel- 
opments. The latter include the shifting dynamics on the demand and the 
supply side of the labour market, in a context of changing regulatory and 
institutional environments. 

The framework we propose to adopt for this exploration is a segmenta- 
tion perspective. This theoretical framework has become rather unfash- 
ionable for two interrelated reasons: first, it is associated for many people 
with a specific model of labour markets — the dualist model of Doeringer 
and Piore (1971) which juxtaposes the bureaucratic internal labour 
markets on the one hand and the more flexible peripheral sectors on the 
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other. This model may be argued to have relevance only to a particular 
place - the USA — and a particular time period - the 1960s and 1970s. The 
second argument follows from the first; according to writers such as Cap- 
pelli (Cappelli et al. 1997), the conditions for the development of internal 
labour markets have now disappeared and the collapse of these institu- 
tional arrangements has led to an increased role for the market in shaping 
employment. However, these critiques ignore the contributions by writers 
in both the USA and Europe, working within a segmentation theory 
perspective, who have sought to recast the theory into a more general 
framework, not dependent upon specific institutional forms. For these 
writers (e.g. Rubery 1978, 1994a, 1996; Wilkinson 1983; Osterman 1984, 
1987; Jacoby 1984, 1994; Gospel 1992; Rubery and Wilkinson 1994) 
employment is always to be understood as an institutional phenomenon, 
not determined by exogenous market forces. This is the theoretical 
approach that we adopt here. We outline below the key insights of this 
reformulated segmentation approach and the reasons for its continued 
contemporary relevance. However, as an heuristic device, we also take the 
initial formulation of dualist structures and bureaucratic internal labour 
markets as a starting point for exploring divergences over space, time and 
sectors in labour market arrangements, and for identifying the key 
changes that have taken place in the three decades since the publication 
of the Doeringer and Piore model. 


Revisiting segmentation theory 


The association of segmentation theory with Doeringer and Piore’s (1971) 
dual labour market model ties the theory to the mast of specific organisa- 
tional structures, rather than providing a general approach to labour 
markets. The more general approach, as developed by authors such as 
Osterman, Jacoby, Gospel, Wilkinson and Rubery, strips the theory of both 
its specificity and its functionality, and instead provides a historically rooted 
analysis of the institutionalisation of labour markets based on processes of 
segmentation found within both the industrial system and the social system. 
The key insights of segmentation theory that may be argued to have this 
general rather than specific significance include, first, the proposition that 
employment relationships are shaped within organisations, not in an 
abstract labour market. As such, the general forces of supply and demand 
which characterise the textbook versions of labour economics have at most 
had an indirect influence on employment organisation, mediated via man- 
agerial choices that are influenced but not dictated by external pressures. 
This power of employers to shape employment conditions means that the 
labour market does not simply reflect social differentiation but is in fact a 
potential cause of inequalities and differentiation in access to employment 
and income. The collapse of bureaucratic internal labour markets, which 
offered security to employees as well as benefits of continuity to employers, 
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could even provide scope for increased, not reduced, employer power over 
employment conditions. Far from being dictated to by the market, employ- 
ers may simply be using the rhetoric of the market and the need for flexi- 
bility to introduce employment practices where there are fewer collective 
checks and balances on the actions of employers. 

This perspective brings us to the second proposition that may be associ- 
ated with a more general approach to segmentation theory — that conflicts 
and contradictions are an inherent element of the employment relation- 
ship and are embedded in the institutional arrangements. The dual 
labour market model has been criticised for its inherent functionalism 
(Rubery 1978; Jacoby 1984) where there was deemed to be a happy 
‘coincidence of wants’ between employers and employees. Employers 
benefited from committed employees, employees from the stable and 
well-remunerated workforce organised according to clear rules and pro- 
cedures that limited managerial discretion. Even in the secondary sector, 
employers’ need to keep costs down and reduce overheads was apparently 
matched by a labour supply of contingent workers, willing to work flexibly 
and for low pay. Under a more general approach, institutional arrange- 
ments need not represent a technically efficient outcome. Instead, they 
emerge out of historically determined power relationships between and 
within capital and labour. In many cases, internal labour markets were 
resisted by employers until forced upon them through trade union strug- 
gles (Rubery 1978; Jacoby 1984; Gospel 1992). Furthermore, it was not 
necessarily the inherent level of skill that determined the development of 
internal labour markets but more the ability to pay of the employer and 
the bargaining power of labour. Indeed, secondary-sector jobs, organised 
on a low-pay and casual basis, could still require skilled and committed 
employees. Employers with low ability to pay may avoid the need to 
provide high pay and security by recruiting from among workforce groups 
with weak bargaining power (Craig et al. 1985). 

The third proposition of this more general segmentation approach 
follows from this last point; inequalities in the labour market emerge out 
of the mutual interplay of segmentation processes on the demand and on 
the supply side of the labour market. On the demand side, the processes 
of uneven development, of variations in both market strategies and rates 
of return between organisations, structure the ability of organisations to 
offer stable and well-paid employment. On the supply side, social organi- 
sation, including divisions by class, gender, race, skill or qualification, 
leads to the development of segmented or non-competing groups on the 
labour market. The shaping of employment within organisations is influ- 
enced by these wider external divisions and social segmentation processes. 
For example, the shaping of internal jobs and pay hierarchies may be 
reflective of the prevailing pattern of gender segmentation in the employ- 
ment system and is not necessarily congruent with the internal value of 
jobs in the organisation (Grimshaw and Rubery 1995). 
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This reformulation of segmentation theory allows both for a more 
dynamic analysis and a wider range of employment forms to prevail, over 
time and space. Historical, institutional and cultural influences are central 
to a segmentation perspective, but the more general formulation also 
admits to the possibility of the breakdown of these historical, institutional 
arrangements both inside and outside the organisation, particularly 
during periods of rapid social and economic change. Institutional 
arrangements have historic resilience, but can still be destabilised 
(Almond and Rubery 2000). This approach therefore provides a dynamic 
perspective through which to understand recent developments in service- 
sector work. These developments include responses to competitive, social 
and political factors whose separate influences on the restructuring 
cannot necessarily be clearly identified (Grimshaw and Rubery 1998). For 
example, changes in competition conditions may provide employers with 
an opportunity for reopening negotiations on the form of labour relations 
(Beynon et al. 2002). Similarly, moves to new organisational forms (e.g. 
subcontracting, franchising) may be influenced by both competitive and 
industrial relations objectives (Marglin 1974). 

The co-existence of, and interactions between, both demand- and 
supply-side segmentation processes allows for a wider spectrum of employ- 
ment forms and conditions than the dualistic structures in the initial 
formulation of segmentation theory. This approach brings the segment- 
ation perspective close to that of the societal effect school, where the 
apparently independent actions of organisations to shape employment are 
found to both reflect and be embedded in distinctive societal arrange- 
ments that contain their own societal logic. Thus, according to the societal 
effect approach as developed by Maurice et al. (1986) and Sorge and 
Warner (1980), organisations remain central to the analysis of the 
emerging patterns of employment, but their composition, governance 
and functioning emerge out of the societal system in which they are 
embedded. 

The influence of the societal system is found in the structure and 
organisation of the industrial system, in the patterns of consumption and 
demand, in the forms of regulation and in the shaping of employment. In 
comparing the nature of service employment generated within particular 
countries, it is necessary, therefore, both to consider the structuring of 
demand for and provision of services as well as differences in labour 
market institutions such as training or differences in social institutions 
such as gender relations. Even more importantly, there will be intercon- 
nections between these different spheres. Societies with strong provision 
of public services, for example, may be more likely to have stronger social 
norms supporting gender equality than in societies where service provi- 
sion is left to the household or the market. 

The introduction of societal systems into the analysis has also extended 
the range of labour market forms associated with institutionalised employ- 
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ment systems: Marsden (1986, 1999), for example, pointed to the fact that 
if the external labour market was to be relied on to deliver a skilled work- 
force, there would need to be a comparable or indeed higher level of 
organisation and institutionalisation of labour markets, this time at the 
socletal level, than that associated with the Internal Labour Markets 
(ILMs) of the Doeringer and Piore model. Thus, the development of com- 
parative research into the organisation of employment associated with the 
societal effect school pointed up the weakness of the original segmenta- 
tion model that was overly influenced by specific conditions and institu- 
tions in the US market. 

The societal school, for its part, has suffered from a tendency to over- 
stress the functionality of existing arrangements and to understress the 
continuation of tensions and conflicts, which may reduce the coherence 
of the system and also serve as a force for change (Rubery 1994b; Smith 
and Meiksins 1995; Coates 2000). Thus, while the insights of the societal 
school provide a framework through which the external environment may 
be seen to be embedded within the internal organisation of employment, 
there is also a need to incorporate within the societal framework a more 
explicit analysis of how the interplay of power relations and competition, 
within and between capital and labour, impacts upon the shaping of the 
employment system. 

The societal perspective also needs to take on board the implications of 
the growing internationalisation or globalisation of product and service 
delivery. Increasing international concentration of ownership may provide 
a means of transfer of certain models of organisational form and service 
delivery across societies. The weaker institutionalisation of, for example, 
training and industrial relations traditions in parts of services compared to 
manufacturing may increase the power of international capital to shape 
the new forms of work and working time. This suggests that we not only 
need to trace the ways in which societal systems produce and reproduce 
difference, but also to examine the ways in which new forms of competi- 
tion are challenging existing institutional arrangements and labour 
market regulations. 

This revisiting of segmentation theory has suggested three themes 
which we can take forward: first, the role of organisations in shaping 
employment change; second, the mutual interactions between demand- 
and supply-side segmentations in the shaping and reshaping of employ- 
ment; and finally, the role of societal systems and their associated institu- 
tional structures in explaining differences in patterns among the selected 
countries. The empirical work that we draw on includes primarily the case 
studies and synthesis reports prepared for the NESY project. We also refer 
to the results of recently completed case study research in the UK on retail 
and banking that was not included in the NESY synthesis reports, since it 
was undertaken for a different project (Beynon et al. 2002; Grimshaw ¿t al. 
2002a). This provides complete coverage of the UK across the five sectors 
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and facilitates the discussion, since, as is always the case, the ideas pre- 
sented here are no doubt shaped more by the experience in the author’s 
home country, whatever the efforts made to develop a comparative and 
open perspective. 


The role of organisations in shaping employment systems 


Employment is shaped by organisations at both a macro and a micro level. 
The aggregate or macro-labour market is in fact a reflection of the compo- 
sition of types of organisations — categorised by size, ownership structure, 
product or service orientation, technology and so on. These character- 
istics do not have a deterministic relationship to employment, and the 
implications of these characteristics vary by country and by sector. Never- 
theless, changes across these dimensions may be expected to have an 
impact on the structure of the labour market. These changes occur both 
because of firm closure and firm creation and because of the restructur- 
ing of existing organisations. Internal restructuring may include product 
reorientation, changes in governance structures, as well as direct changes 
to employment policies and practices. Although changes to governance 
structures and other organisational characteristics will exert some influ- 
ence on the choice of employment practices, the form and nature of 
employment is not fully explained by contingent variables. Instead, we 
need to allow for the influence of policy options, exercised by social 
agents, albeit constrained by the specific conditions and environment in 
which an organisation is embedded. Society-wide institutional arrange- 
ments, the historical development of the employment culture, the atti- 
tudes and actions of trade unions and workers, the orientations and 
competence of the management, will all impinge upon the actual employ- 
ment policies and arrangements. 

Within this general framework for understanding the role of organisa- 
tions, we need to incorporate notions of power and power relations both 
between organisations and vis-à-vis the workforce. It is the relations 
between organisations and not just their formal structure that may influ- 
ence the types of employment policies pursued. 


The rise of the service economy and the restructuring of inter-firm 
relations 


Clearly one of the major changes in composition of employing organisa- 
tions over recent years has been the decline in the share of manufacturing 
organisations and the rise in service-sector organisations. This change 
has been accompanied by a destabilisation of large organisations and 
of their archetypical bureaucratic internal labour markets that provided 
protection to core workforces (Cappelli et al. 1997). This destabilisation 
is associated both with the growth of so-called flexible or new forms of 
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employment but also with the emergence of new forms of competition, 
new types of skills and new methods of managing labour. 

Segmented labour market theory was modelled initially on the notion 
of a large manufacturing organisation with the core activities of manufac- 
turing and the periphery associated primarily with subcontracted service- 
type work. Actions by manufacturing companies have been in part 
responsible for compositional changes; their subcontracting of services 
led to a growth of specialist service activities and organisations (Petit 1986; 
Esping-Andersen 1993). However, by the end of the twentieth century, the 
model of core and periphery in many contexts needed turning on its 
head. Instead of manufacturing organisations being at the core of a sub- 
contract system of small service providers, the relationship between manu- 
facturing and services has in many respects been reversed. For example, 
retail organisations have, in many contexts, become the dominant organi- 
sations in the supply-chain relationships at a global level (Harvey 1999; 
Jany-Catrice and Lehndorff (Chapter 9, this volume)). Similarly, media 
and leisure organisations not only dominate the delivery of services but 
also shape the production of related goods (from videos to sports cloth- 
ing) sold as manufactured commodities. Service-sector organisations 
cannot be considered as primarily or mainly subcontractors or subordi- 
nate players to the dominant manufacturing sector. Information techno- 
logy (IT) companies are now some of the largest organisations and may 
play a controlling and not always a subordinate role in their partnerships 
with public and private sector organisations (Grimshaw et al. 2002b), 
where IT systems may be a core determinant of an organisation’s effi- 
ciency and comparative advantage. At the same time, there has been a 
growth in small high-technology firms that undermines any characterisa- 
tion of small firms and their employees as a peripheral, low-skilled or low- 
paid workforce. These changes in relationships also reflect the rising 
importance of financialisation and shareholder value as the driving force 
for change in production systems (Williams 2000). Employment special- 
ists’ traditional concern with the role of labour in maintaining or develop- 
ing the productive capacity of the economy through skills and expertise 
may be regarded in financial circles as reflecting a rather quaint attach- 
ment to the real economy in a period when the main driving forces of eco- 
nomic flows may be found in the creation of profit out of the creation of 
new market opportunities unrelated to physical production capabilities 
(Froud et al. 2000). Examples of this may be observed in the privatisation 
and subsequent dismemberment of public-sector assets, in the focus on 
corporate branding but subcontracted production, or in the carving up of 
satellite and cable broadcasting rights or mobile communication licences. 

These changes go beyond simple compositional change to suggest a 
restructuring of power relations between different types of organisation 
with potential consequences for employment relations. The early segmen- 
tation models assumed a simple correlation between market power, size of 
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organisation and worker power. The increasing dominance of service- 
sector organisations has not so far gone hand in hand with the develop- 
ment of worker power and collective organisation. In some cases, this may 
be attributed to the relatively low levels of skill associated with work (for 
example, this could be argued to be the case in retail and increasingly in 
banking). However, it is also associated with the nature of the labour 
supply, the weak traditions of both bargaining and training in some 
service sectors and the new forms of governance adopted often explicitly 
to evade regulations and to obscure the role of large organisations in 
shaping employment arrangements. Even where the workforce is highly 
skilled, such as in the IT industry, the more individualised form of 
employment relationship may have so far restricted the development of 
collective countervailing power within the service economy. At the same 
time, the increasing dependence of much of manufacturing on a complex 
and powerful distribution system is also undermining the collective power 
of workers and unions within the manufacturing sector (although manu- 
facturing is not the direct subject of our current study). 

The decoupling of the relationship between employer size and power 
and employment conditions has affected not only the private but also the 
public sector. The absence of market pressures and the commitment by 
government to act as a good employer were previously considered suffi- 
cient to ensure the establishment of good employment conditions for 
public-sector workers. Both of these assumptions have been challenged 
over recent years. Under pressure to contain costs, governments have 
sought to introduce more market values into the public sector, often with 
the explicit objective of moving away from the bureaucratic forms of 
employment arrangements that were deemed to provide too much job 
security and too high pay. The reputation of the public sector as a good 
employer may have been partly based on myth, particularly once one con- 
siders the traditional wage and employment systems for female-dominated 
jobs such as those in health and in home care (see Anxo and Fagan 
(Chapter 6), and Baret (Chapter 7), this volume), but as we discuss below, 
the new systems of governance are not necessarily acting to overcome 
these traditional forms of discrimination and may be further exacerbating 
problems. 


The reshaping of organisations: new forms of governance 


The new forms of competition that have emerged over recent years 
involve greater emphasis both on the development and exploitation of 
new knowledge (Castells 1996) and on what has been called the eco- 
nomics of time (Best 1990) in the production and delivery of goods and 
services. These competitive imperatives have been associated with the 
development of networked or fragmented organisations and the continu- 
ing debate on governance structures. Changes in organisational forms 
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have consequences for the organisation of work and working time that 
extend beyond the switch in focus from manufacturing to services. 

Within the private sector these new forms of governance include 
devolved budgetary control systems, the growth of joint ventures, strategic 
alliances and long-term relational subcontracting, the use of franchises as 
a mode of expansion and market penetration (Felstead 1993), and the 
development of corporate service organisations reliant on a whole range 
of external providers operating under the corporate brand. Examples of 
this include broadcasting companies that have withdrawn from direct pro- 
duction, department stores that sublet floor space, banks that sublet 
foreign exchange, universities that provide degrees under licence and so 
on. This fragmentation of the governance structure calls into question the 
dichotomy between markets and hierarchies that is the fundamental 
dichotomy in the transaction cost theory and is also implicit in the dualist 
Doeringer and Piore model (Rubery et al. 2002, 2003). Williamson (1985) 
has in fact recognised the need to allow for ‘hybrid’ arrangements and it is 
these arrangements between markets and hierarchies that, to a large 
extent, have dominated the literature in institutional economics and 
organisational/strategic management literature over recent years. 
However, the implications of these more complex relationships and the 
consequent difficulty in many cases of defining where the power in the 
employment relationship actually lies or even who may be the real 
employer have tended not to be fully explored within the employment 
literature (Rubery et al. 2002; Supiot 2001). It is perhaps notable that most 
research on retailing, including this current project, still focuses on the 
direct employment relationship of organisations, thereby neglecting the 
indirect influences of powerful organisations on employment at different 
stages in the national and global supply chain (Harvey 1999; Klein 2000). 

New forms of governance are also becoming evident in the public 
sector (Grimshaw et al. 2002b), although there are differences in the pace 
and direction of these changes. These new approaches range from full pri- 
vatisation of parts of the public sector to new internal governance struc- 
tures and modes of finance. If the UK is taken as an example of a country 
that is moving rapidly down this path, we find a range of developments 
that include: the increased use of subcontracting institutionalised through 
competitive tendering and in many cases involving the withdrawal of the 
public sector from areas of service provision, leaving these areas open to 
private or not-for-profit organisations; the decentralisation and devolution 
of budgeting and governance structures coupled with centralised perform- 
ance targets and monitoring (Cutler and Waine 1994); and the develop- 
ment of internal markets within the public sector, resulting in increased 
internal competitive pressures and the generation of more hybrid funding 
based on a continual bidding process for both public- and private-sector 
funds. Furthermore, at the same time as there is increased pressure to 
meet often constantly changing financial targets, there is political pressure 
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to respond more directly to the needs of the public, to become more 
‘client-focused’ or ‘customer-focused’, and to limit the power of the public 
sector professional to determine the nature of the service provided. These 
new modes of management are evident in both the health care and the 
home care case studies, where new forms of work and working time were 
being introduced in response to both changes in budget arrangements 
and incentives or even directives to enter into subcontract or other 
arrangements with private-sector, for-profit and not-for-profit firms. The 
mixed welfare state, where provision of public services involves both 
public and private organisations, is thus becoming a reality in most coun- 
tries, and increases the range of options or strategies available to man- 
agers of public sector services, while not necessarily in any way resolving 
the fundamental issue of the matching of resources to needs or demands. 
The trend towards devolution of accounting and responsibility has 
been facilitated by new monitoring technology that simultaneously 
empowers and controls the subordinate units. These potentially contra- 
dictory pressures also spill over into the employment relationships of non- 
managerial staff, where they are required both to take the initiative to 
meet the devolved targets or budgets and at the same time are held 
accountable to strict centralised budgetary and performance rules and 
standards. These contradictory requirements are evident in the manage- 
ment of IT staff, who are required to take responsibility to solve clients’ 
problems but at the same time to pay attention to the ratio of billable 
hours in total hours. They are equally important among home care 
workers who are both required to provide a higher level of care, associ- 
ated with the increased importance of the very elderly and the frail among 
clients, and at the same time to meet new strict performance and time 
standards which remove the scope for the discretion of the professional in 
determining what types of work need to be carried out and the time 
required for the task. In other cases the focus may be more on control 
than empowerment; in retailing, the new technology plus strict financial 
and other performance targets are used by central management to ensure 
a move towards lean staffing at the store level. In banking, the new focus 
on selling has been facilitated by new technology that allows for more cen- 
tralisation and reduction in focus on processes. However, whether this lib- 
eration from routine processing is used to empower staff to become more 
multi-skilled or to introduce closely monitored and scripted selling func- 
tions is found to vary between organisations and societies (see Haipeter 
and Pernod (Chapter 10, this volume); and Rubery et al. 2001b). 
Organisational form and governance structure will have a major influ- 
ence on the development of work and career structures with smaller, 
devolved or fragmented organisations offering less scope for career devel- 
opment than large organisations. However, there may be a reduction in 
this differentiation where the large organisations have flattened their hier- 
archies and removed the middle management layers that typified the 
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internal labour market system. The fragmentation of governance struc- 
tures potentially increases interorganisational transfers, including more 
mobility between public and private sectors. It is in this process of restruc- 
turing that we find the apparent move towards boundaryless careers away 
from the bounded career within an internal labour market (Arthur and 
Rousseau 1996). One problem with this concept may be that the degree of 
job instability has been exaggerated and the ideal model of a closed 
internal career ladder was also not as widespread as believed, and in any 
case took different forms in different societies (see below). Even with 
those caveats in mind, it is still clear that changes in governance structures 
are having their impact on career opportunities. Without the prospect of 
upward mobility, organisations may need to find new ways of motivating 
and retaining staff. In some cases organisations are simultaneously 
needing to find ways to motivate and reward internally recruited and 
trained staff, and to manage externally recruited staff whose careers fit 
more with the boundaryless model (see Csonka and Boll 2000). 

Fragmentation may also promote polarisation of skills structures if sec- 
tions of the organisation or external subcontractors specialise in, for 
example, the less skilled parts of the work process (as in the case of home 
care and direct banking). De-layering and lean staffing within organisa- 
tions may also lead to skill polarisation and the removal of opportunities 
for upward progression (see Beynon et al. 2002; Grimshaw et al. 2002a). 
In the health and home care sectors, the problem may be perverse. It is 
in part the historical failure to provide career structures in female- 
dominated jobs that is exacerbating labour shortages. In many of the coun- 
tries with labour shortage problems, qualified nurses face a very flat 
earnings profile, with pay levels in some countries little higher than for non- 
qualified nurses. These limited upward pay promotion opportunities persist 
despite ever increasing demands for specialisation. Budget constraints 
coupled with pressures from lower qualified staff are restricting the develop- 
ment of more appropriate career ladders for university-trained staff. 

Home care faces analogous problems. Some attempts are being made 
to develop more professional training and career structures for home care 
workers, but these training efforts are not being matched by significantly 
increased rewards. Moreover, it is primarily in the public sector where this 
professionalisation is evident at a time when the role of private-sector 
providers is increasing. However, in Italy the not-for-profit sector is provid- 
ing training after recruitment, thereby contributing to the pool of trained 
labour. The increased emphasis on specific education and training is thus 
either leading to staff shortage or to the continuation of the employment 
of workers without the requisite skills or qualifications. 

Within the IT sector, there are also contradictory developments with 
regard to the scope for internal career structures. On the one hand, 
employers wish to retain skilled and motivated staff, but on the other 
hand, they are conscious of the need to continually renew the knowledge 


272 Jill Rubery 


base that reduces the incentive to internalise staff. The fragmentation of 
the industry, in the form of large numbers of small firms and self- 
employed or own-account workers, means that the IT workers have a 
range of career options that do not require commitment to a single organ- 
isation in a time of rapid change in company fortunes. In this context, no 
easy solution to the problems of recruitment and retention may present 
themselves. 


Organisational employment practices: new requirements, 
and new conflicts and contradictions 


The Doeringer and Piore model focused on two main issues for manage- 
ment: how to secure the retention and motivation of staff with firm- 
specific skills while at the same time allowing sufficient flexibility in the 
system to adjust to demand fluctuations. The dualist system apparently 
provided the answer to both requirements. From Cappelli’s perspective, 
the changes that have occurred are not so much in the requirements of 
organisations as they still need a committed workforce trained in firm- 
specific skills. The main change is in the external stability conditions that 
allowed organisations to offer stable employment arrangements. There is, 
it appears, an increasing need for the core as well as the periphery to 
provide organisations with flexible delivery systems and flexible costs. This 
prediction is supported by the case studies where we find examples of 
organisations seeking to extend the flexibility of their production and 
delivery systems in ways that involve core as well as so-called periphery 
staff. These strategies may vary by type of employee, but the share of 
employees untouched by requirements to work outside standard working 
hours or to move flexibly between job areas seems to be on the decline in 
most sectors and countries. 

Nevertheless, the flexibility strategies vary, influenced by the category 
of employee, by societal approaches to flexibility and regulation (see the 
section on ‘Societal effects and segmentation’ below) and by organisa- 
tional strategy. For the core workforce, the strategy adopted to achieve 
flexibility may involve a form of apparent empowerment, making the 
employee responsible for completing tasks to a satisfactory level, whatever 
the effort required in terms of either intensity or length of work. Under 
these conditions there is an increasingly blurred division between the 
directly employed persons and the independent self-employed. This sce- 
nario applies in particular force to IT workers. Retail also provides a good 
example of different strategies by type of employee: long unpaid overtime 
hours for managers, targeted part-time work for shop floor staff. Banking 
provides a good example of different strategies by organisation and 
country: France has focused on changing shift patterns while Germany has 
focused more on internal or functional flexibility of staff. These different 
strategies still involve some segmentation between workforce categories, 
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but the approach to flexibility no longer only or mainly concerns periph- 
eral staff. 

This highlights one of the weaknesses of the dualist approach as it 
ignored feedback effects over time; as organisations become accustomed 
to the flexibility offered by non-standard employment, they begin to 
demand more flexibility from the core staff. It is not necessarily possible 
to use flexible sectors permanently to protect the rights of the core work- 
force and strategies may need to be developed, from the perspective of 
workers and unions, to protect those in the periphery, if the employment 
conditions for the core are not to be undermined (Rubery 1998). The 
peripheral workers may and do demand protection in their own right, but 
the notion that the core sectors will be simply protected by, and not 
threatened by, the growth of the flexible labour force has been shown to 
represent a too simplistic understanding of segmentation processes. 

Current conditions also appear to involve some rather different human 
resource management problems with regard to skills and motivation than 
those envisaged in the internal labour market model. There are two main 
developments in the nature of skills, evident in some of our case studies 
and in the wider literature that may suggest a move away from a focus on 
the development and retention of firm-specific skills as the main driving 
force of human resource strategies of organisations. The first is the 
greater emphasis placed on innovation and creativity, associated with the 
so-called knowledge society. The move towards a more network form of 
organisation has been attributed to a need for organisations to be able to 
have access to staff with a wide range of skills and expertise (Nohria and 
Eccles 1992; Lepak and Snell 1999), wider than those that can be 
developed within a single organisation. Internalisation under these con- 
ditions is not always the most appropriate strategy and indeed may not be 
feasible if the organisation does not have the internal knowledge base to 
provide training; the internal labour market model may be considered 
more applicable to a mature industry where knowledge of the appropriate 
skills is vested in the existing labour force. In contrast, emerging technolo- 
gies and industries may need to draw in skills and knowledge from a wide 
range of sectors. 

The second major change has been in the displacement of jobs and 
tasks through the application of new technology that required specific 
firm and sector knowledge. These developments may be increasing the 
importance of tasks that require more general skills; for example, social 
skills and selling skills that may be less specific to particular organisations 
or sectors. Such changes have occurred in both banking and retail. These 
developments form the background against which we can consider the 
policies of organisations towards recruitment, retention and training. The 
IT sector is thus torn between the need to internalise its staff to ensure 
retention and the need to renew skills and knowledge through external 
recruitment. The banking sector is torn between adopting a policy of 
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external recruitment and reliance on general soft skills or retaining the 
need for extensive sector- and organisation-specific knowledge to ensure 
reliability and quality of service. Retail seems to have gone down a relat- 
ively clear path of focusing on the more general soft skills and not devel- 
oping an internal promotion ladder to provide staff for its management 
needs. Yet this lack of an internal structure may be contributing in some 
countries at least (for example, as indicated by the Danish IT case studies 
(Csonka and Boll 2000) and in the UK (Smith 2001; Beynon et al. 2002) to 
problems in developing and retaining managerial staff). What is notable 
about health and home care is that there has been relatively little develop- 
ment in the past of career ladders and structures to retain skilled staff, at 
least in comparison to the relatively high levels of skills required, certainly 
in nursing. Here we come up against the inadequacy of the Doeringer and 
Piore model in explaining patterns of career structures in areas where 
skills were required, but the labour force — for example, when consisting 
mainly of women - could be presumed to be stable irrespective of incen- 
tives for stability. The issue of the mutual interactions between demand- 
and supply-side employment structuring is discussed in more detail in the 
next section. 

The third area of the employment relationship where there is evidence 
of change relative to the Doeringer and Piore model is in that of pay and 
rewards. The opportunity to use pay in the form of deferred rewards to 
internalise a workforce has been reduced by the apparent greater uncer- 
tainty associated with internal careers and indeed the survival of large 
organisations. There is an associated move towards paying according to 
current performance and an expectation that once performance and pay 
has been maximised, upwardly mobile workers may then move on to new 
organisations. These pay systems provide an apparent means of motivating 
staff in the absence of long career ladders but at the same time generate 
incentives to future mobility, based on often short- rather than longer 
term assessments of where skills are best developed and nurtured. For 
example, in some sectors such as IT, the rewards from independent self- 
employment may be sufficiently high and immediate that large capital has 
to match these conditions in the short rather than the longer term. At the 
same time, large organisations remain under pressure to provide the tradi- 
tional upward career and earnings opportunities, perhaps pushing the 
reward package over and beyond the value of the worker to the organisa- 
tion. 

The extent to which this new model has become a reality depends, inter 
alia, on the nature of collective bargaining, but it is a potential trend even 
in the most regulated environments. Alongside this trend towards more 
immediate and variable pay for higher skilled staff,” there has been 
perhaps an intensification of the tendency for peripheral or lower skilled 
jobs to be paid at relatively low flat hourly rates, with no guarantee of 
earnings sufficient to provide for the living costs of the employee (see 
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retail, home care and direct banking). In this sense, Europe may to some 
extent have been ‘catching up’ with the USA, where low-paid work, both 
in terms of hourly wages and variable hours, has been the norm for a 
longer period of time. There are still marked differences between Euro- 
pean countries in the acceptability of what may be referred to as compo- 
nent wage jobs (Siltanen 1994); that is, jobs that do not provide sufficient 
income to cover the living costs of an adult. Part-time jobs have been 
growing rapidly in retail in Portugal as a means of staffing longer opening 
hours, but these jobs still meet with limited acceptance from women. In 
France, component wage jobs have been accepted in retail but not yet in 
banking, where even direct banking has been developed within the frame- 
work of existing pay and collective bargaining structures. In the UK and 
the Netherlands, however, the component wage job is now an established 
feature of almost all sectors where women and young people dominate, 
including among the cases considered here, namely banking, retail and 
home care. These variations in pay and job strategies reflect, as we 
develop in the following two sections, the impact of differences in both 
labour supply and societal regulations, arrangements, norms and values. It 
is notable that in Finland, where women expect to work full-time, a means 
of motivating and retaining staff is to offer longer working hours (for 
example, in retail), while in the Netherlands exactly the opposite situation 
applies. 

From our discussion, it is becoming clear that there are no simple or 
clear-cut solutions to many of the labour force management problems 
confronting current day managers. Indeed the general trends in skill, flex- 
ibility and pay requirements tend to be pointing simultaneously in two 
quite distinct and potentially incompatible directions: on the one hand, 
towards empowerment of workers, to allow them to use their initiative and 
their self-organising abilities to resolve unexpected problems, to manage 
complex inter-firm relationships and to develop the creative and new 
forms of knowledge required to compete under current conditions. On 
the other hand, there is the imperative to monitor and control, to use new 
technologies to ensure compliance with ever more complex contracting 
conditions or more demanding performance requirements, given bud- 
getary and other pressures. In many ways managers are often unable to 
choose between these two approaches and instead attempt to combine 
them in ways which may neutralise the benefits of both or lead to 
employees being demotivated and stressed (Beynon et al. 2002). These 
contradictions arise because organisations, while reliant on the skills and 
expertise of the workforce, seek also to minimise the costs of the work- 
force and reduce its potential to disrupt performance targets. These con- 
flicts and contradictions are clearly evident in the public sector case 
studies, where tighter financial structures are leading to leaner staffing 
which results in intensified burdens on staff, as a result of labour shortages 
and absenteeism in some cases. The result is sometimes a vicious circle 
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when labour shortages increase as work intensity leads to higher quit rates 
and lower enrolments in training courses. 

Further conflicts and contradictions arise through the exercise of 
collective bargaining and other forms of workers’ power, although this 
resistance can, perhaps paradoxically, provide a solution for management 
to the first set of dilemmas. Where regulation and collective bargaining 
restricts or rules out the resort to low-cost strategies, it may be that organi- 
sations operate employment systems that are more internally consistent. 
This is the implicit argument of the initial segmentation model: that trade 
unions and other institutional pressures helped employers to find solu- 
tions to support their long-term interests, even if, without these pressures, 
the employers would have preferred to continue to seek short-term cost- 
based solutions and other strategies which did not involve ceding power to 
the workforce. The case studies provide examples of strategies adopted 
within both strongly regulated and less well-regulated labour markets; the 
question of whether regulation acts to restrict the development of appro- 
priate strategies or to support the development of coherent and longer 
term strategies by organisations will be addressed further below. 


Introducing the supply side: mutual interactions, path 
dependency and constraints on adjustment 


When it was first debated, the novel feature of segmentation theory was 
that it located segmentation and inequality within the uneven develop- 
ment of the employment system. Other attempts to consider segmentation 
had focused on supply-side differentiation, on the existence of non- 
competing labour market groups. This approach had focused policy atten- 
tion on supply-side issues, absolving the labour market and in particular 
employers from contributing to inequalities. However, the focus on the 
demand side was in some respects taken too far, so that the existence of 
supply-side segmentation was either ignored or assumed simply to fit with 
and to act to reinforce demand-side segmentation. Thus the groups that 
were confined to the secondary sector were contingent workers with 
limited labour market commitments, or were discriminated-against 
groups, not allowed to find jobs that required skills, responsibility and 
problem-solving abilities (Doeringer and Piore 1971; Berger and Piore 
1980). 

A more sophisticated approach to segmentation theory recognises that 
employers take into account the segmentation of the supply side of the 
labour market in shaping their employment systems. If we take the case of 
women, perhaps the most general example of supply-side segmentation’ 
(Rubery and Fagan 1993; Rubery et al. 1999), we find two effects not 
allowed for in standard or orthodox segmentation models. First the supply 
side may influence the structure and hierarchy of jobs within the core 
sector, such that some core jobs are less well paid and accorded lower 


Service work and segmentation theory 277 


status than others, largely because they are undertaken by women 
(Grimshaw and Rubery 1995, 1998). Second, some skilled jobs may in fact 
be found in the so-called secondary or peripheral sector, staffed by disad- 
vantaged groups such as women. As there is no necessary hierarchy of 
skills that builds up from the periphery to the core, the skills demanded in 
the periphery may even be higher than in parts of the core, first, because 
employers have found it possible to place some skilled jobs there and staff 
them with disadvantaged workers, and second, because there is no neces- 
sary presumption that organisations with higher ability to pay always 
require higher skilled workers. Marginal firms using older technology may 
be even more reliant on the skills and efforts of their workforces in order 
to survive than firms operating with newer technology and higher value- 
added product and service delivery (Craig et al. 1982). There is equally 
nothing deterministic about this perverse ordering; it is more the case that 
the various factors that shape the skills of the jobs and the pay and con- 
ditions associated with the jobs need to be kept separate, and that these 
factors include both demand- and supply-side variables. Pay and con- 
ditions may be said to be influenced by the ability to pay of the organisa- 
tion, the technical and training requirements of the job, and the social 
construction of the job status. 

When we turn to the five sectors and the specific country case studies, 
we find evidence of this mutual conditioning, both traditional and new. 
The importance of societal construction of supply-side differentiation is at 
its most clear in the different working-time patterns for female labour in 
retail, banking and home care. The strategies used by organisations 
located in different countries to achieve lean staffing arrangements reflect 
to a large extent differences in the pattern of female integration into the 
labour market. Short part-time work, often considered the most obvious 
solution to lean staffing, is not used universally and is often less common 
in countries where women’s integration has progressed beyond this form 
of partial and insecure employment. Differences in attitudes towards part- 
time work among women underpin the observed country differences in 
the use of part-time work in all four sectors where women constitute the 
major or a sizeable share of the labour force. However, in retail, an altern- 
ative strategy is evident, which is to use a different source of labour supply 
to take short part-time jobs where the supply of female labour is restricted. 
The most obvious case here is Denmark, where students and young 
people provide the bulk of the short part-time labour force. Young people 
are also providing more of the labour supply for part-time jobs in Por- 
tuguese retail; here the rapid growth of part-time work within the more 
modern parts of the retail sector is going against the grain of expectations 
among female labour, so that organisations have resorted to alternative 
supplies in the form of young people. The social norms in Portugal are 
not, however, sufficient to limit this rapid development of part-time work. 

It is not, of course, always the case that there is an alternative labour 
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supply to turn to when the traditional labour supply dries up or resists 
aspects of current arrangements. In the case of health and home care, it is 
much less obvious where employers would be able to find an alternative 
labour supply other than women, although efforts are being made in the 
case of nurses to tap into supplies of foreign trained nurses. Here the case 
studies do indeed find problems for employers emanating from the 
embeddedness of social divisions in the employment system, once these 
divisions become outdated. Labour shortage is a constant theme in the 
case studies of both care-related sectors, and this labour shortage seems to 
derive at least in part from the relatively poor terms and conditions 
offered for these jobs, compared to the work demands. Women are 
expanding their range of choices on the labour market through their 
increased education and more permanent integration into work, and the 
assumptions of a ready supply of female labour for care jobs is being chal- 
lenged. However, the poor terms and conditions have become embedded 
in the costs structure of public services and, given the constraints on 
public sector expenditure, it is difficult for employers to act, even if they 
recognise the need to change the value attached to these jobs. 

These examples demonstrate the inappropriateness of the more static 
analysis of supply-side segmentation based on apparent differences in 
preferences. Such analyses are evident in the national action plans pro- 
duced under the European employment strategy, where part-time work, 
for example, is held to be a good way of matching differences in prefer- 
ences between male and female labour (Rubery et al. 2001a). In reality the 
constraints on some groups’ labour market opportunities — as a result of 
discrimination or objective barriers such as lack of childcare — has enabled 
employers to construct specific job sectors where they can obtain a stable 
and reliable labour supply at low cost. 

This ‘mutual coincidence of wants’ hinges on the weak power of 
women in the labour market and in the domestic division of labour. When 
these conditions begin to be resisted, particularly by educated women who 
face wider choices, the apparent neat matching breaks down. One way of 
attempting to hold the matching together in the case of nurses is to offer 
yet more flexibility in labour hours. This strategy has contradictory bene- 
fits for women; on the one hand, it reinforces women’s different domestic 
roles but at the same time it provides women with more choices over their 
working and family lives in a context of an occupation involving high 
levels of stress and potential burnout by the time employees reach their 
forties or fifties. Furthermore, part-time work involves fewer pay penalties 
for nurses than in other professions. The pay structure tends to be relat- 
ively flat; thus there is less risk of losing out on pay and promotion 
opportunities by working part-time. However, the benefits for the employ- 
ers of nurses are less evident as they are effectively operating as monop- 
sonists; total freedom to exercise choice over working time could reduce 
the overall labour supply, with the volume of labour gained by improved 
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retention offset by decreases in the volume of labour provided by nurses 
opting for shorter hours. These dangers are particularly severe in cases of 
high-stress jobs such as nursing and where the returns from full-time 
nursing are still relatively low. Such problems are already evident in 
Belgium and the Netherlands, and the use of part-time work is apparently 
increasing the burden on the full-time and administrative staff. 

The problems in home care are perhaps even more severe, due to the 
increasing number of sectors competing for female labour for personal 
service work that carries a better image than home care services for the 
elderly. Home care work is becoming more demanding in terms of skills 
and hours flexibility but is not offering any higher rewards. This is a job 
area unlikely to attract young female labour and is thus dependent upon 
the existence of an older, married women labour supply, but, as employ- 
ment patterns become more continuous, the supply of women returnees 
for such work is likely to reduce, just as the demand for this work 
increases. Here we come up against the desire to move beyond traditional 
segmentation and to recognise a need to provide high wages in return for 
jobs with poor and difficult working conditions. We have perhaps become 
so accustomed to the use of segmented labour as the means of filling bad 
jobs that employers and employment specialists appear to have forgotten 
about the theory of compensating wage differentials; bad jobs should 
attract higher not lower pay. However, it is this segmentation perspective 
on labour supply that still drives much of the privatisation and subcon- 
tracting of public services on the expectation that private-sector organisa- 
tions can secure labour at much cheaper rates than the public sector. 
These expectations may prove to be false, and instead the private subcon- 
tractors may face high rates of turnover, recruit undertrained and unreli- 
able workers, and indeed fail to deliver the full level or quality of services. 
These problems are already recognised in the UK with respect to areas of 
male labour — such as the railways — but with female labour areas there is 
still the assumption that there is a plentiful supply at low-wage rates, and 
that therefore subcontracting may solve these problems of public service 
delivery at low cost.* Of course, the increasing supply of migrant labour, 
both legal and illegal, may provide some temporary respite from these 
problems for employers, particularly if subcontractors are more able to 
tap into these supplies of low-paid labour than public sector organisations. 


Societal effects and segmentation 


The empirical work carried out within the NESY project has more than 
demonstrated the need for the analysis of developments in work and 
working time to be embedded within societal contexts. The sectoral analy- 
ses show, through their comparative analyses of the countries where the 
case studies were conducted, the continued significance of societal factors 
in shaping the employment and working-time outcomes. The particular 
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dimension to the societal system that has explanatory importance may 
differ. For example, the extent and the organisation of home care is 
clearly related to the divergent development of welfare states and the dif- 
ferent roles for the family and the state. In the banking study, the differ- 
ent systems of training — the apprenticeship system in Germany, in 
contrast to the continued internal labour market structure in France — are 
important for understanding the factors leading to a more core/periph- 
ery strategy based on functional flexibility in the branches in Germany. 
The absence of this strategy in France is related not only to the training 
system but also to product market regulation which limits the incentive to 
set up direct banking, since checking facilities have to be provided free to 
the public even within the branch system. 

The form of employment regulation plays a major role in explaining 
differences in retail employment patterns and trends: in Denmark, the 
growth of short part-time jobs is related to the regulation limiting 
employees to working only one evening per week, while in France the spe- 
cific mode of implementation of the thirty-five-hour week, favouring annu- 
alisation provides more opportunities for flexibility to be combined with 
full-time work. 

The tradition of bargaining for relatively equal pay in both Sweden and 
Italy in part explains the lack of pay promotion opportunities for nurses in 
the two countries. Differences in tax and benefit regulations impact upon 
the development of non-standard work forms (for example, tax law 
favouring one-man companies in the UK IT sector, thresholds for tax and 
social security explaining the growth of direct employment by clients of 
home helps in the Netherlands). In all five case studies, the societal norms 
with respect to working time and the differences in the pattern of 
women’s integration into the labour market were found to play a signific- 
ant role in shaping comparative outcomes. Even in IT, where a superficial 
analysis points to many areas of similarity — a new sector, staffed by young, 
highly educated people, with a lot of self-directed, self-organised work 
involving long working hours — one finds societal norms still influencing 
what actually constitutes long working hours, with the working hours for 
British IT specialists being much longer in the UK than in the Nether- 
lands or Finland where on average full-time hours tend to be both shorter 
and more regulated, even in this sector. 

However, the case studies also support critics of a pure societal effect 
framework; namely, that a comparative focus might concentrate too much 
on the reproduction of difference and fail to pay sufficient attention to 
the key driving forces for change. These forces work themselves out within 
a societal context and are shaped by that context, but are also challenging 
as well as renewing the societal system. A segmentation approach places at 
the centre of the analysis the continuing struggles between capital and 
labour, and the associated patterns of competition among capital and 
among labour force groups. The case studies provide ample examples of 
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divergences in strategies pursued by organisations even within the context 
of the same societal system and even where the societal system is relatively 
well institutionalised. For example, to take the case of Germany, divergent 
strategies at the organisation level were found in all three sectors studied; 
in retail the case study organisations were pursuing a quality strategy while 
other organisations were focusing on cost reduction to the extent of 
evading the collective agreement; in banking, one case study organisation 
offered full service direct banking based on well-trained staff but the other 
direct bank only offered a more limited service based on less well-trained 
staff; IT companies were found to be surviving through, at one extreme, 
extensive training provision and, at the other, through poaching highly 
trained staff. In countries such as Portugal where the institutional frame- 
work for supporting the societal system is perhaps weaker, the new retail 
companies studied were introducing human resource strategies quite at 
odds with the preferences of the labour supply. The scope for organisa- 
tional strategy in reshaping employment must thus remain centre stage. 
This applies even within the public sector where individual authorities and 
public bodies were found to be adopting quite different solutions to new 
budget constraints, for example, opting for subcontracting in some cases 
and Taylorisation of public service work in others, even within the same 
country. 

A segmentation approach also focuses on the divisions within a particu- 
lar society, and how these workforce divisions are used in the process of 
restructuring, while a societal analysis may overstress the homogeneity of 
the societal employment system and indeed the neat matching between 
employment opportunities and the socially constructed labour supply. 
The need therefore is for an integrated analysis of these two approaches. 

This need for an integrated approach may be seen particularly when 
considering the autonomy of organisations in responding to changes in 
market and technological conditions. Most work at the organisation level 
overstresses the autonomy of organisations and fails to see how there 
needs to be a compatibility between strategies pursued at an organisation 
level and the existence of a supportive social and economic environment. 
Support, for example, for a ‘high road’ strategy, may require a strong 
institutional environment that pushes most organisations in a similar 
direction. It is this recognition of complementarity between organisations 
and their environment that has underpinned the debate on the existence 
of alternative and potentially better models of capitalism (see Coates 
(2000) for a review). However, it also follows that where a societal system 
is strongly instituted, the degree of freedom for the organisation to pursue 
an alternative strategy at odds with the established norms and conventions 
of the societal system may be limited. From this framework, the societal 
system may be seen to act to both support and constrain adaptation. 

Such theoretical possibilities are also evident within the case studies 
conducted here. Banking provides an interesting case where the legacy of 
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past institutionalised high-quality employment systems may be restricting 
processes of adaptation or even encouraging, in the case of Germany, a 
process of polarisation. In France, the success of the internal labour 
market system in generating a stable and loyal labour force is evident in 
the very long tenure of its banking staff. This outcome may have been the 
desired result when initially instituted, but to some extent it constitutes a 
barrier to restructuring not encountered, for example, by banks in the UK 
where labour turnover rates have always been much higher than in France 
(Crompton et al. 1991; Rubery 1995). Renewing skills and refocusing on 
selling techniques has thus been facilitated, albeit within a context of a 
deregulated system providing a low quality of employment. In Germany, 
there has been a more rapid development of direct banking than in 
France, in part because product market regulation requiring free check- 
ing services has reduced the competitive incentive for direct banking pro- 
vision. However, in Germany, direct banking has been introduced 
primarily in separate organisations outside the scope of the collective 
agreement for the sector. This is resulting in a polarised job structure, 
between highly trained and functionally flexible branch staff, and 
younger, sales-oriented, direct banking staff often drawn from the student 
population. In the UK the restructuring towards direct banking has taken 
place both within and outside the traditional main labour forces, involving 
a more radical cutting back of branches and staff than yet experienced in 
the German and French cases and a reduction in protection provided by 
collective agreements even for core staff (Rubery et al. 2001b). Here the 
weakness of the institutionalised training system and collective bargaining 
arrangements has facilitated a move towards a new sales-oriented culture. 
This strategy is not without its problems in the UK, and to some extent has 
led to new policies to improve training and career structures (Beynon et 
al. 2002). Nevertheless, it is also not clear that the slower pace of adapta- 
tion in Germany and France will in the end result in a strong banking 
sector. This depends in part on regulation and whether cost-cutting finan- 
cial organisations, from, for example, the UK, are able to enter and desta- 
bilise the financial markets in these countries. 

A similar dilemma exists with respect to IT. The current weakness of 
institutions in most countries studied is leading to problems of both sus- 
taining and renewing skill levels and in establishing acceptable working- 
time norms compatible, in particular, with long-term careers and with 
greater gender equality. Some countries, notably Germany and Finland, 
are showing signs of attempting to institutionalise the sector to solve some 
of the problems of both skill shortage and excessive working hours. In 
Finland, working times within the large organisations are apparently 
effectively regulated by collective agreements. Moreover, attention is 
being paid to training requirements within organisations, with staff 
required not to exceed a certain share of billable hours in order to 
provide time for training and retraining. In Germany, new collective 
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agreements have been developed on training and working time in a 
context where there has been consolidation of employer associations and 
unions to improve the coherence of regulation for the sector. In addition, 
a major expansion of apprenticeship training has been undertaken, 
thereby further institutionalising IT within the dual system. 

While these strategies to institutionalise and professionalise the sector 
should be welcomed, it must be recognised that more exploitative and 
opportunistic approaches may still win out in the short term. In a context 
of rapid changes in the nature of skills and the organisation of the indus- 
try at a worldwide level, there could be a danger in institutionalising 
too early, and thereby locking a sector into a set of arrangements 
that quickly become outmoded. This follows the argument of Lazonick 
(1991) and others in the Schumpeterian tradition (see Coates (2000: 
37-40) for discussion) that the decline of the UK economy may be 
explained in part by ‘entrenched institutions’ that constrained the ability 
of the country to adjust to new conditions. It may only be in maturing 
markets that it becomes possible to require firms to accept the burden of 
reproducing the skills on which they rely. However, one solution to this 
problem is to develop institutions that have a built-in capacity for flexi- 
bility and adaptation. 

Two arguments are being made here. First, high quality in the area of 
employment and the real economy does not always lead to economic 
success. Increased international integration of markets may allow for 
increased rewards for exploitative behaviour, reducing opportunities to 
regulate and to create more orderly and sustainable systems. Second, 
although institutions are necessary to support high-quality employment 
and to provide the appropriate environment for innovation and creativity, 
the danger of institutional mismatch still exists. In some contexts they may 
become outdated and ill-adjusted to new conditions, while in others they 
may be set up before the sector or labour market matures. While these are 
certainly risks, failure to re-institutionalise the market represents an even 
greater danger. 


Conclusions 


This analysis of the processes and factors reshaping work and working 
time in services has been based around the reformulated segmentation 
theory approach. This reformulated approach continues to stress the 
importance of the organisation in shaping work and working time but 
regards the structure and form of organisations as shaped by both the 
societal system and by the new strategies of competition. These strategies 
include new ways of reforming and redefining the employment relation- 
ship as well as strategies to reduce costs, improve efficiency or gain market 
share. How services are provided — the organisational and ownership 
structure — is likely to have the most significant impact upon work and 
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working time. However, organisations are embedded in specific societal 
systems and arrangements (Granovetter 1985), so that the impact of, for 
example, organisational variables such as size, governance structure or 
ownership will not take on universal meaning and form. 

The segmentation perspective stresses that the forces shaping the 
processes of change must be considered to be wider than those of 
meeting new technological and market needs and opportunities; equally 
important will be the new opportunities to renegotiate the internal 
power relations associated with the employment relationship. Thus 
change is not necessarily in the direction of greater technical or organi- 
sational efficiency but may be part of a process of redistributing power 
and access to material well-being. In part, the process reflects and rein- 
forces patterns of labour supply segmentation. However, this segmenta- 
tion is also in the process of being reshaped, by social as well as labour 
market trends. It is in this mutual interaction between the structure of 
jobs (including pay and working-time arrangements) that we find both 
reinforcement of and challenge to traditional divisions and patterns of 
segmentation. 

This framework has therefore reaffirmed the social construction of the 
product and labour market and rejected any notion of market or techno- 
logical determinacy in the structuring of employment patterns. The analy- 
sis presented here suggests that there is a need for re-regulation rather 
than deregulation if we want to improve the ability of organisations to 
pursue the type of high-road employment and product strategy necessary 
to secure both European competitiveness and European living standards 
within the new service economy. However, the analysis has also pointed to 
the potential limits to this policy agenda; new institutions are needed to 
provide support for positive developments in the product and labour 
markets, but the exact form that these institutions need to take is unclear. 
The employment problems that need to be managed appear to have 
become more complex and diverse, in comparison to the rather simple 
problem of internalising firm-specific skills and externalising flexibility 
that initiated the segmentation and the transactions cost debates. Further- 
more, the internationalisation of markets and the political predisposition 
in favour of deregulation create potential obstacles to the development 
and renewal of institutions. 


Notes 


1 This gender blindness was particularly evident in the initial stages of the devel- 
opment of the European employment strategy, where the fact that new jobs 
were filled more by the inactive than by the unemployed labour force was not 
seen to be related to gender issues (see Rubery and Maier 1995) as a critique of 
the European Commission’s White Paper on Growth, Competitiveness, Employment 
(CEC 1993). 

2 But not market-determined pay, as the reward structure may be even more inter- 
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nally based where it is linked to the performance or productivity of an individual 
in a particular organisational environment. 

3 The influence of gender in shaping employment arrangements may be greater 
than that of other equally or even more disadvantaged groups such as migrants, 
in part because of the sheer size of the female disadvantaged labour force. This 
leads to many occupations and sectors becoming associated with female labour 
and indeed, over time, organised according to a different set of social relations 
reflecting the gender order. 

4 The Audit Commission has decided that private subcontractors are more effi- 
cient for work in unsocial hours, since it assumes that they are able to provide a 
supply of labour that does not require compensation for unsocial working hours 
(Fagan and Nixon 2000). Whether the supply of labour is of sufficient quality 
and reliability does not seem to be the key issue. 
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12 The delegation of uncertainty 


Flexibility and the role of the 
market in service work 


Steffen Lehndorff and Dorothea Voss-Dahm 


Introduction 


The great variety and heterogeneity of the service sector are reflected in 
the equally differentiated reality of service-sector work. The researchers 
engaged in the project in which this volume has its origins encountered 
this diversity in a number of different ways. The qualitative studies, which 
focused on activities at the customer interface, were carried out in areas of 
the service sector that could not have been more diverse. All the three 
major types of service work identified by Reich (1991) were represented, 
from ‘symbolic analysts’ via ‘in-person service workers’ to “routine 
workers’ in so-called ‘simple’ service jobs. Furthermore, the study 
included a wide range of different countries, with very different systems of 
labour regulation. It was precisely this diversity that induced us to look for 
common trends in the changes taking place in the work process. This is 
the subject of this chapter. 

If we were looking for one word that might sum up the typical demands 
of work at the customer interface, then ‘flexibility’ would certainly be one 
of the prime candidates. The flexibility requirements of service work are 
in fact considerable, whether the flexibility be temporal, mental or tech- 
nical in nature. However, in a society in which a ‘fetishism of flexibility’ 
(Hyman 1994) prevails, it is reasonable to suppose that there is more to 
these flexibility requirements than meets the eye, that they are in fact a 
symbol of the proximity to the market that is allegedly inherent in all 
service work. The supposed close link between service work, flexibility and 
the market, which is frequently portrayed as ‘natural’ and therefore 
unavoidable, led us to enquire into the connections between ‘flexibility’ 
and ‘market’ in service activities. How are stimuli from the external 
environment brought to bear on the internal workings of service organisa- 
tions? What does it mean when we say that the market requires work 
organisation to be made more flexible? 
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Service organisations and service workers have to adapt qualitatively to 
individual customer requirements and rapidly shifting market conditions. 
Moreover, they have to adapt quantitatively to considerable fluctuations in 
demand over time. Finally, since many services are required and con- 
sumed outside normal working hours, more and more people will be 
forced to work at times when other people are not working. It is true that 
the need for flexibility is not specific to the service sector. However, it is of 
particular importance in those services whose product can be stored only 
to a limited extent since it is produced and consumed more or less 
simultaneously. The effects of this simultaneity may have been limited to 
some extent by various rationalisation measures of a technical and organi- 
sational nature but its impact continues to be felt at the so-called “front 
line’, as was observed at the customer interfaces in social services, retail- 
ing, banking and IT services in our sample. 

These observations, which are set out in detail in Part II of this volume, 
raise the question of how modern service organisations manage to transfer 
the need for flexibility created by the uncertainties of changing market 
conditions and fluctuations in demand on to the shoulders of individual 
employees. 


Beneath the surface of the ‘flexible firm’ 


Personnel flexibility has long been an object of theoretical and empirical 
investigation in the extensive literature on organisational flexibility (see 
the comprehensive surveys in Blyton and Morris (1991) and, more 
recently, in Igalens et al. (2002)). The reference point for such investiga- 
tion is frequently Atkinson’s notion of the ‘flexible firm’ (Atkinson 1984). 
One of the key elements in Atkinson’s model is the suggestion that firms 
should adapt to changes in products and production methods by estab- 
lishing a core workforce whose ‘central characteristic ... is that their skills 
cannot readily be bought in’ (p. 29). Fluctuations in volumes, on the 
other hand, may be more easily absorbed by the use of various supplemen- 
tary groups of workers with weaker ties to the company. It is assumed that 
these ‘peripheral groups’ include temporary and part-time workers who 
have mostly low-level and therefore readily interchangeable qualifications. 
In essence, functional and numerical flexibility are provided in this model 
by different segments of the internal labour market, which, at an early 
stage of the model’s development, raised the question of the possible 
interactions between such personnel strategies and the external labour 
market (Rosenberg 1989). 

Even though the extent to which human resource management prac- 
tices actually follow this model is still a matter of some dispute (see 
Rainnie 1998), it undoubtedly makes sense to begin by systematising the 
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instruments which firms can use to increase their flexibility. It soon 
becomes clear, however, that the model cannot fully explain the methods 
which firms actually adopt in order to increase numerical and functional 
flexibility. 

There are various reasons for this. In order to understand how firms 
are able to convert external flexibility requirements into personnel flexi- 
bility, a light needs to be shone into the ‘black box’ of work organisation, 
including working-time organisation. Firms seeking to increase workforce 
flexibility cannot simply help themselves to a range of instruments stored 
in some imaginary toolbox. To take one example, the deployment of 
agency or other temporary workers in teams of skilled workers may well 
create more problems than it solves. There is a wide range of possible 
combinations of instruments that may be used to increase personnel flexi- 
bility (Figure 12.1). However, it is only when mediated by the system of 
work organisation that various ‘flexibility configurations’ actually emerge 
(Gadrey et al. 1999). The various elements of these configurations are 
located within an overall context which interacts with the firm’s external 
environment, and particularly with the labour market. These flexibility 
configurations may be structured in various ways, and that structuring is 
guided by models which are ‘implicitly or explicitly based on particular 
approaches to the utilisation of human resources’ (Bosch 1995: 5). 

The fact that the process of structuring flexibility is dependent on 
particular models of or approaches to personnel policy can easily be 
demonstrated by the way service organisations are trying to cope with the 
need for time flexibility. The crucial aspect here is the devolvement of 
managerial responsibilities to employees. When tasks are broken down 
into small units and standardised procedures, as, for example, in the retail 
trade (see Jany-Catrice and Lehndorff, Chapter 9, this volume), workers 
can, in theory, be replaced at any time at short notice and staffing levels 
varied greatly in accordance with need. In this form of work organisation, 
time flexibility is based essentially on workers, including core staff, making 


Quantitative (numerical) Qualitative (functional) 


Internal |\Working-time organisation: Work organisation: 
e variable working times e multi-tasking, multi-skilling 
° employment of part-time workers ° job enrichment, job rotation 
° delegation of responsibilities 
External | Outsourcing of working time: Outsourcing of competences: 


e temporary contracts 
e agency staff 
e subcontractors 


e subcontractors 
° external companies 
e networks 


Figure 12.1 Forms and methods of personnel flexibility (source: own representa- 
tion, drawing on Atkinson (1984); Gadrey et al. (1999); Merllié and 
Paoli (2001)). 


292 S. Lehndorff and D. Voss-Dahm 


themselves available at the times required by the organisation. If we were 
to apply Boyer’s notions of ‘offensive’ and ‘defensive’ flexibility (Boyer 
1986) to firms’ human resource strategies, then this approach would be 
characterised as ‘passive flexibility’. On the other hand, if firms are unable 
or unwilling to dispense with their employees’ individual knowledge, abili- 
ties and experience, they tend to rely more heavily on their employees’ 
self-management of work and working time. In contrast to firms’ reliance 
on the mere availability of workers, this approach aims at exploiting the 
‘active flexibility’ of the workforce. Obviously, what is observed in practice 
is a continuum between the two poles of passive and active flexibility. In 
large organisations, moreover, different approaches to flexibility are often 
pursued simultaneously, depending on the sphere of work involved and 
the specific flexibility requirements. 

Finally, as already noted, any attempt to understand workforce flexibil- 
ity must take into account the interaction with the labour market and its 
prevailing mode of regulation. The ways in which firms seek to adjust 
staffing levels to fluctuations in demand are very heavily influenced by 
national legal and institutional frameworks. Igalens et al. (2002) demon- 
strate this by taking the example of a European company that reacts to 
declining demand in a different way in each country in which it operates. 
The same applies to attempts to increase functional flexibility, which are 
closely linked to national training systems. 

Thus differences in approaches to human resource management, in 
work organisation strategies and in institutional environments can lead to 
very different flexibility configurations. Within this diversity, however, 
there is a great deal of commonality. Beynon et al. (2002: 21) note that 
‘the distinction between the core and periphery has become increasingly 
blurred’. This trend is not confined to Great Britain, and in its broadest 
sense may be regarded as a gradual change in the relationship between 
external and internal flexibility, with the boundaries between the two 
becoming more porous. In a sense, external flexibility is the point of entry 
for a new, market-driven mode of control in service work. It is to this 
gradual change taking place under the surface of the ‘flexible firm’ that 
we now turn. 


The internalisation of external pressure 


External flexibility can be increased, in both numerical and functional 
terms, by means of various forms of outsourcing (see Figure 12.1). In con- 
trast to large sections of the economic and management literature on this 
topic (cf. Plantenga and Hansen 1999), we approach outsourcing here 
solely in terms of the effects of external flexibility on service organisations’ 
internal flexibility. The practice of outsourcing highlights a phenomenon 
that has attracted little comment. The ‘outside world’ from which 
an organisation derives its external flexibility is very often made up of 
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organisations rather than of casual workers or individual freelancers. In 
many cases firms seeking to increase their external flexibility will draw on 
organisations that have no flexibility reserves other than their own 
internal ones. In short, the external flexibility of organisations relies to a 
great extent on the internal flexibility of other organisations. External 
flexibility thus intensifies the total pressure for flexibilisation within 
service organisations. 

Let us take the example of software services. Outsourcing as a form of 
external functional flexibility is encountered very frequently in the IT 
industry. Atkinson, contradicting his general definitions of core and 
peripheral workforces, also mentions this possibility. It is common prac- 
tice to buy in specialist knowledge that is required only occasionally from 
small firms or self-employed experts. Moreover, when large numbers of 
commissions are received, particularly at short notice, larger IT com- 
panies also tend to have recourse to external contractors (i.e. the bound- 
aries between external functional and external numerical flexibility may 
become blurred as well). It must be emphasised that this phenomenon is 
most widespread in the UK, where until recently the tax legislation in 
force offered strong incentives for workers to provide services through the 
intermediary of one-person companies established for the purpose. 
However, it is encountered in all the countries investigated to a greater or 
lesser extent, irrespective of whether the external contractors are indi- 
viduals or larger firms. In some cases this practice is taken even further, 
with teams within an IT company having to compete with each other as 
well as with external applicants for commissions. 

A comparable process is found in some large retail firms, when the sale 
of certain products is delegated to concessions within department stores 
(‘shops within shops’). In this type of outsourcing the contracts are 
awarded to specialists; quite apart from the opportunity to exploit pay dif- 
ferentials, as in other forms of outsourcing, this gives department stores 
the advantage of fixed rental revenue instead of fluctuating sales. At the 
same time, internal competition is established within the commissioning 
company. 

Outsourcing is becoming increasingly important in home care services 
for the elderly. As Anxo and Fagan describe in Chapter 6 (this volume), 
the increased technical and professional requirements that now charac- 
terise the provision of such services frequently go hand in hand with 
increased functional differentiation, so that certain home help services 
(e.g. cooking) may be delivered by lower paid workers, thereby reducing 
overall labour costs. Once they have been split off in this way, non-profes- 
sional services can be more easily outsourced, preferably to private 
providers. 

This trend was also observed in all the countries investigated. Yet, in 
some countries, the boundaries between functional and numerical external 
flexibility become blurred when the provision of professional services in the 
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evenings and at weekends is transferred to external subcontractors. This 
practice is furthest advanced im the UK, where widespread compulsory 
competitive tendering has been introduced. Private care providers offer 
longer service hours but, because they pay lower wages, may charge only 
two-thirds of the cost of public sector care services (Fagan and Nixon 2000). 
In Italy, too, if for different reasons, the strongly protected labour market in 
the public care sector has induced many local authorities to award compre- 
hensive care contracts to non-profit cooperatives that employ people 
without vocational qualifications, preferably female immigrants, and pay 
lower wages for more flexible working hours than the public sector. The 
competitive advantage these organisations enjoy in the market for care ser- 
vices is self-evident, as is the pressure they place on the core workforce in 
local authority care services to adjust (Degasperi and Villa 2000). 

It is true that the buying-in of specialist knowledge and the outsourcing 
of supplementary services may help to stabilise the commissioning organi- 
sation’s internal processes and to protect them from disruption. However, 
the empirical studies on which this volume is based suggest that it is more 
likely that the increasing overlapping and intertwinement of different flex- 
ibility instruments will put greater pressure on skilled members of the 
core workforce to make the decisive contribution to both qualitative and 
quantitative internal flexibility. In this case, the unspoken implication is: 
“What you can do, others can do as well.’ 

In this way, external flexibility is causing service organisations to be 
‘opened up’ to a certain extent, thereby allowing the effects of market 
pressure and competition to penetrate organisations’ internal processes 
(Döhl et al. 2000). This applies to competition both in the labour and 
produce markets. The internalisation of markets is a decisive factor in 
increasing personnel flexibility. In that sense, internalisation also means 
the instrumentalisation of markets. 

And yet, organisations can internalise and instrumentalise only what is 
available for such purposes in the external environment. The actual forms 
of market internalisation and their consequences for employees, firms and 
customers depend to a large extent on how the relevant product and 
labour markets are organised in any given society. Drawing on an inter- 
national comparison of the construction industry, Bosch and Philips 
(2003) have recently shown how differently countries deal with the long- 
term costs of construction (ie. the training of the next generation of 
workers, the maintenance of health and safety, the compensation of 
workers for the instability of the industry and so on). In some countries 
these costs are externalised by firms, while in others political decisions 
ensure that they are internalised and reflected in product prices. The inter- 
relation between the two may also be summarised as follows: the more 
opportunities firms have for externalising costs, the greater the pressure on 
their employees’ working conditions generated by market internalisation. 

The service industries investigated in this volume also provide some 
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clues as to the importance of market structuring for employees’ working 
and employment conditions. For example, if attempts are made to protect 
service quality, this changes the nature of the competition to which organ- 
isations are exposed. This point may be demonstrated by taking care ser- 
vices for the elderly as an example. The Italian cooperatives are subject to 
quality standards set by the local authorities. The British legislation, too, 
has recently been amended to stipulate that the decisive criterion in 
selecting tenders should be ‘best value’ rather than the lowest price, which 
is intended to counteract any tendency towards a decline in quality (shift 
of emphasis from input to output). The importance of both product and 
labour market quality standards set by the state is best demonstrated by 
the examples of the Scandinavian countries and the Netherlands, where 
outsourcing to private companies is indeed widespread, but in fact is 
limited largely to the provision of basic (i.e. non-professional) services, as 
care providers have to meet certain product quality standards and, as is 
the case in Sweden, local authorities award care contracts only to skilled 
workers with three-years’ training. 

This does not constitute a weakening of the market principle but rather 
an adjustment to the nature of markets, which never function in a 
vacuum. They are social constructs, and the mode of regulation stems 
from social policy decisions: ‘A society has the markets it creates for itself 
(Gadrey 2003: 74). 

Thus when service organisations internalise markets, they become 
engaged in an interactive process. On the one hand, they are trying to 
exploit market pressure for their own ends; on the other hand, however, 
they are dependent on the structuring of the markets in a given society. 
Beynon et al. (2002: 241), reporting on the British experience, drew atten- 
tion to this interrelationship: “The phrase “internalising the market” is 
often used as a shorthand for the traumatic break-up of structured 
employment conditions. What is needed is a critical account of the way 
the management of employment change is designed around the apparent 
need to meet market conditions.’ It is to this subject that we now turn. 


Imposing markets on workers 


At first sight, it would seem that the service sector is particularly suited to 
the internalisation of markets. ‘Frontline’ service-sector workers deal 
directly with customers and can only provide their service when the 
demand for it arises. The need for a market-oriented approach to work 
appears to be something that many service workers face every day. Inter- 
estingly enough, though, it was manufacturing firms that were the first to 
take advantage of this phenomenon in order to implement market-based 
control by redefining all steps in the manufacturing process as service 
work. We begin our examination with a look at the basic ideas underlying 
this approach. 
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One of the most remarkable examples of the use of the market as an 
instrument of control is the introduction of just-in-time production in the 
automotive industry (Lehndorff 1997). Just-in-time production was one of 
the major car-makers’ key responses to the intensification of competition 
in markets that had become increasingly tight as a result of globalisation. 
The fundamental principle of this rationalisation strategy is ‘production 
to order’. The productivity of industrial workers is driven up by turning 
their work explicitly into a service. They are squeezed between the impera- 
tive of reduced inventories, on the one hand, and orders received at short 
notice, on the other. 

Both the reduced inventories and the short notice given for orders are 
manifestations of the intense cost competition and of car-makers’ efforts 
to increase market share through product differentiation. Unlike their 
predecessors in the Taylorist mass production systems of previous decades, 
managers no longer seek to exclude these competitive pressures from 
their factories in order to disrupt the production process as little as pos- 
sible and to exploit economies of scale to the full. Just-in-time production 
obeys a very different principle: the factory gates are opened up and the 
harsh winds of competition and the marketplace are allowed to blow into 
the factory’s innermost recesses. The crucial point here is that the conse- 
quent pressure to rationalise is brought to bear not only on management 
but on the rest of the workforce as well. Employees come directly face to 
face with the imperatives of the marketplace and, moreover, under con- 
ditions determined by management. They are generally still subject to 
individual performance monitoring, but the pressure to rationalise is 
coming increasingly to the fore as a practical necessity. The key manage- 
ment skill in a just-in-time production system is to structure the work 
environment in such a way that dependent employees, exposed to the 
pressures of the market, became active agents of rationalisation. 

At the same time, the economic imperative of keeping unit costs as low 
as possible through standardisation, high-capacity utilisation and high-unit 
volumes still has to be observed. The ‘struggle of productive flow against 
market restriction’ (Williams et al. 1994: 97) remains crucial even when 
inventories are as small and delivery schedules as tight as possible. Given 
the reduced inventories and the variation in terms of volumes and prod- 
ucts, just-in-time production still seeks to maximise economies of scale. 
Hence, what we are witnessing today in mature product markets such as 
the automotive industry is a shift away from standardised products towards 
greater differentiation (i.e. customised, and standardised products based 
on the concept of modularity). 

This model, which may be called ‘customised mass production’ or even 
the ‘one-off assembly line’, has started to appear in a very similar form in 
contemporary service providers. Work in both manufacturing and services 
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is increasingly becoming both ‘tailored and Taylorised’ (Korczynski 2001: 
86). The pressure of competition in various service activities, from retail- 
ing through banking to software development, has intensified consider- 
ably, and as a result products and processes have to be standardised in 
order to cut costs, and at the same time customised in order to retain or 
gain market share. In some cases, standardisation gives rise to forms of 
work organisation that are reminiscent of Taylorist mass production — we 
will return to this point below. Customisation, however, immediately 
places limits again on such neo-Taylorist systems. For as Korczynski (2002: 
14) asks: “What is the contested terrain here? Does the competition 
revolve around price or service quality?... The answer is that [service 
firms] have had to compete on both levels simultaneously’ (emphasis in ori- 
ginal). 

This simultaneity poses a major problem. It is true that service organisa- 
tions can achieve considerable economies of scale by standardising prod- 
ucts and processes, and thereby increase their chances of surviving the 
price and/or cost competition. However, if service quality is to be 
ensured, then even more wide-ranging changes are required. It is the 
interaction between employees and customers that largely determines 
service quality. However, when the quality of a social interaction becomes 
a significant factor in competition, the opportunities for direct manage- 
ment control of the work process are reduced accordingly. Management is 
not itself an actor in this important interaction. It can of course lay down 
rules structuring the interaction and monitor compliance with those rules; 
after the event, however, ‘product faults’ can be eliminated only to a 
limited extent, unlike faults in goods manufactured on a production line. 
In the case of services at the customer interface, there is no quality control 
prior to delivery of the ‘product’, that is, the service itself. 

In some service activities, such as call centres, attempts are now being 
made to compensate for this lack of opportunities for direct management 
control by increased use of monitoring and surveillance systems. However, 
Smith and Thompson (1998: 559) rightly point out that ‘supplanting the 
concept of control with that of surveillance is particularly unfortunate in 
that it leads to a one-sided and top-down approach. Labour therefore dis- 
appears from the process partly because of the tendency to believe man- 
agement monopolizes knowledge and marginalizes other representations 
and identities.’ If management were to try to make surveillance the main 
means of controlling and monitoring service work, this would ultimately 
conflict with the goal of harnessing employees’ individual attributes and 
abilities in order to enhance the quality of service provision (Weinkopf 
2002). The opportunities for direct control of the work process are 
limited when service quality is to be achieved through a process of 
social interaction that is actively and competently structured by employees 
themselves. 

Firms are consequently obliged to look for new ways of managing and 
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controlling the work process. By bringing the competition in product and 
labour markets to bear on their own internal processes, they are turning 
the market into an instrument of control. However, behind the supposed 
anonymity of the market stands a more tangible actor, namely company 
management. It is of course the purpose of firms to interpret and influ- 
ence current and future market requirements and to translate them into 
strategy. Indeed, their very existence depends on their success in doing 
so. Consequently, if the market is to be instrumentalised as a means 
of controlling decentralised units or individual employees within a firm, 
the rules governing employee behaviour have to be derived from the 
competitive conditions in the market and the outcomes desired by the 
firm. Internal markets are created and operated in accordance with rules 
laid down by company management. If, in its search for control of the 
work process, management takes the apparently roundabout route of 
exploiting market mechanisms, the workforce is faced with a form of indi- 
rect control (Peters 2001). As is shown in the next section, this places 
workers in a contradictory situation. 


Mobilising the subject 


The shift of emphasis from direct to indirect control may be observed in a 
variety of different forms in all the service activities investigated in this 
volume. Indicators of various kinds are one of the instruments frequently 
used to transmit the effects of competition into the innermost recesses of 
organisations. 

In the retail trade and in IT services, benchmarks play a particularly 
important role in competition based on productivity and price, while in 
banks operating along American or British lines, completely new bench- 
marks for the profitability of whole corporate divisions have been estab- 
lished (see Haipeter and Pernod-Lemattre, Chapter 10, this volume). 
Moreover, in large firms in the private service sector, performance in 
equity markets is acquiring considerable significance as an indicator in its 
own right. As a result, investors are becoming customers, and, in many 
cases, customers who have the final say. Social services, such as health care 
or home care services for the elderly, are subject to similar pressures. For 
providers of care services, reduced resource allocations from the public 
purse are the most crucial restriction. The pertinence of Beynon et al.’s 
observation that ‘the state has come to operate as stern a financial regime 
as the City’ (Beynon et al. 2002: 266) extends far beyond Great Britain. 

Basic data of this kind are used to create indicators and benchmarks for 
divisions, departments, teams or projects. Numerical indicators may be 
broken down into detailed time and task targets; they may also be applied 
globally, in which case it is left up to individual employees, teams or 
departments to decide how to meet or indeed surpass these targets. The 
large-scale retail trade provides an example of this last scenario. In many 
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companies, head office provides the individual shops or departments with 
a benchmark figure for maximum staffing costs as a percentage of sales. 
This figure can be gradually reduced. It is then left up to the employees in 
the company’s various operating units to manage their own staffing levels 
in accordance with this target (Voss-Dahm 2002). In many IT companies 
which provide their services on a project-by-project basis, a fixed price is 
negotiated with the customer for a particular package of services. This 
price is calculated on the basis of the expected total number of working 
hours needed to provide the service. This total number of hours (some- 
times together with other indicators such as the percentage of indirect 
costs) then becomes the key figure in the controlling process. 

In the public sector, the introduction of competition between public 
and private providers and the adoption of the financial controlling 
methods used by private enterprises have led to the market entering the 
world of social service provision. A market price now has to be found for 
goods that in the past were provided exclusively by the state. In the case of 
home care for the elderly, for example, the number of hours per ‘care 
unit’ is established (based on past experience or negotiation), and this 
indicator is then used as the basis for staff evaluation. As is the case in 
hospitals, this reference value may be derived from the available public 
sector budget, but it may also be established on the basis of competitive 
tendering involving private providers. These attempts are further 
advanced in the British health and elderly care systems than in other 
European countries. 

If we look at the various forms of market-based control as a whole, they 
are made up essentially of two elements. On the one hand, individual 
departments or parts of the value-added chain are given greater respons- 
ibility, particularly for costs; in some cases they are made autonomous, 
and may compete with each other and with other players in the market. 
On the other hand, this operational decentralisation is closely linked with 
strategic recentralisation. Senior management defines benchmarks in the 
shape of quantitative indicators in order to be able to measure the success 
of decentralised units. Success (or otherwise) in meeting these targets 
determines the size of the budgets allocated to the various units. 

The more rigorously the indicators are applied at the operational level 
of individual departments, the more strongly the ‘market-focused mode of 
control’ (Dörre 2003) shapes employees’ working days. This applies not 
only to the customer interface but to back-office activities as well. Market- 
based control exposes workers directly to the pressures of the economic 
environment in which they operate, with a view to harnessing the 
problem-solving abilities of individual employees and their teams for the 
benefit of the company. Moreover, necessity being the mother of inven- 
tion, every employee is to be pushed and driven by the circumstances to 
further develop his or her subjective potential in order to be able to meet 
the growing requirements of the work process (Moldaschl 2001). 
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This puts workers in an ambivalent position. The challenge to their 
individual problem-solving potential brings with it considerable opportun- 
ities for the development of professional and personal competences. The 
work makes demands on the whole person. Many employees see this as an 
opportunity, and also as liberation from an excessively narrow division of 
labour. However, this challenge is entirely predicated on the firm shifüng 
on to its workforce part of the risk associated with the conversion of man- 
power into output or performance. ‘Employers who hire a worker usually 
know the price of labour services but do not know exactly what they will 
get for it. Labour is not a ready-made product but a “productive 
potential”’ (Sengenberger 2002: 48). Employers who institute a system of 
indirect control that makes use of the market are simply delegating part of 
this uncertainty (that is, the entrepreneurial risk) to their workforce. 
When individual workers are given more responsibility and autonomy, a 
conflictive relationship to the wider work environment may result, particu- 
larly with regard to the resources that are required to perform their tasks 
satisfactorily. ‘More freedom creates more pressure’ (Glißmann and 
Peters 2001) is the motto that sums up this contradictory work situation. 

However, analysis of this contradiction would be incomplete if we were 
to ignore the role of customers in the change in the mode of control in 
service work, and it is to this that we now turn. 


Between indicators and customers 


For front-line workers, the market has a physical manifestation in the 
shape of customers. It would of course be erroneous to equate the market 
fully with customers. In our view, this is brought out convincingly in the 
literature on customer service (cf. e.g. Sturdy et al. 2001; Holtgrewe and 
Voswinkel 2002). Yet if we are fully to understand the effectiveness of 
market-driven control in the daily life and work of service employees, it 
has to be remembered that this mode of control is implemented within a 
triangular relationship between management, workers and customers. 
Consequently, the increase in their individual output or performance may 
seem to employees both a practical necessity in the face of competition 
and a professional obligation vis-à-vis customers, and both can be a 
burden and a pleasure. 

This is shown most clearly by the example of IT services. In software 
consultancy in particular, where customised solutions are developed or 
pre-existing and standardised packages are adapted to specific environ- 
ments, customers are not merely recipients of services. They are fre- 
quently closely involved in the work process or in individual projects for 
long periods of time. In some cases it is senior managers who maintain 
contacts between the firm and its external environment, but in others it is 
more junior employees who work directly with customers. Management’s 
remoteness from the operational level is even greater when IT services are 
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provided on-site at the customer’s premises. In these cases, the employees 
providing the services may have very little contact with their employers 
over long periods of time. Such conditions alone make direct manage- 
ment control of the work process difficult. The situation is further compli- 
cated by the fact that formal or informal exchanges among team members 
are an important element in the delivery of such services, particularly 
when work organisation is project-based. This applies especially to 
complex IT projects, in which the specialist knowledge of individual team 
members has to be repeatedly reassembled once partial solutions have 
been developed (Voss-Dahm 2000). At the same time, team members 
often enjoy considerable room for manoeuvre in organising their own 
work, and management is concerned to place as few limits as possible on 
their ability to realise their potential in their work. Accordingly, one of the 
Dutch IT service providers in our study has developed a corporate philo- 
sophy based on the ‘triple V’ principle (Plantenga and Remery 2001): 
vrijheid, verantwoordelijkheid, vertrouwen (freedom, responsibility, trust), a 
philosophy which could probably be adopted by many companies in this 
industry. 

However, the technical demands of the task in hand are not the only 
factor that can influence the work process in IT services. The planning 
and execution of work tasks are also subject to financial and time restric- 
tions that limit the resources available for developing the required tech- 
nical solutions. The competitive environment in the market and the 
company’s operating profit target are used to calculate the numerical 
indicators that determine the hard financial boundaries where vrijheid, 
verantwoordelijkheid, vertrouwen begin and end. Hence, employees’ auto- 
nomy at work is constrained by the obligation to meet the targets set 
by the numerical indicators, which represent the company’s competitive 
position. The greater the autonomy employees have in their work, the 
more important it is for companies to implement this kind of indirect 
control. 

The coincidence of this considerable degree of personal freedom in 
work relations with colleagues and customers and limited financial and 
time resources creates contradictory demands. Employees have to respond 
to two different sets of requirements. On the one hand, they have to be 
customer-driven and produce high-quality work, both individually and col- 
lectively. On the other hand, they are expected to work both profitably 
and efficiently. In short, they have to reconcile service quality with cost 
efficiency. This is often not possible without an increase in workload. The 
room for manoeuvre they have acquired within a more open-ended 
system of work organisation now turns against them, since it is employees 
themselves who have to try to resolve the difficulties that have emerged on 
their own initiative and, in many cases, by putting in more time as well. 
The greater the restrictions management indicators place on the financial 
and human resources that may be deployed, the closer the links between 
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self-organisation of work and the shifting of risk from the firm to indi- 
vidual employees. 

There are striking parallels here with the health and care services 
sector, although the indirect control is not always immediately apparent 
there. In some care activities there are numerous regulations that pre- 
scribe in detail how the work is to be carried out. The breakdown of care 
services into imdividual work units that can be delivered by different 
groups of workers is actually increasing. In response to rising qualifica- 
tional levels in care activities, organisations are looking for opportunities 
to split off simple activities in order to reduce costs. And yet, even when 
the work is to a large extent pre-structured by formal rules, care is not 
necessarily provided in accordance with these rules. The case studies 
reveal time and time again that care workers deliberately disregard rules 
in order not to compromise their own professional standards. “When it 
comes to taking proper care of our clients we will not give in. We will not 
accept any reductions in quality’ (quote from a home-helper in Csonka 
and Boll 2000a: 28). This concern for the client means that management 
can, in theory, dispense with precise instructions for the actual service 
delivery. Such organisations were also investigated in the course of our 
project. Management here ‘merely’ laid down the economic framework 
within which the various tasks had to be carried out and devolved respons- 
ibility for planning and executing the actual work to care workers them- 
selves. Ackroyd and Bolton (1999) analysed comparable cases in British 
hospitals and concluded that management was implementing its eco- 
nomic targets by means of a ‘remote control regime’. It fell to employees 
to use their professional skills in order to resolve the numerous and 
diverse organisational problems and guarantee service quality, while at the 
same time remaining within the budget drawn up by management. 

This trend is encouraged by the rise in formal qualificational require- 
ments in the care sector. It is most pronounced in Sweden, where the upper 
secondary school-leaving certificate is a requirement for entry on to nursing 
courses. The share of nursing personnel who have completed a recognised 
training course is rising in all the countries in our sample. Qualificational 
standards are being established or raised in the rapidly expanding home 
care sector as well, in some cases through legislation. As skill levels and qual- 
ificational requirements rise, workers’ commitment to the occupation they 
have trained for and to the associated professional standards is strength- 
ened. Indirect management control is both facilitated and made more 
effective if workers’ professional pride and their need to organise their own 
activities autonomously and to ensure compliance with professional stand- 
ards can be turned to good account. As financial pressures on the health 
and care services sector grow and competition within the sector and with 
private providers intensifies, this professional attitude to work is becoming a 
crucial asset that can be more effectively mobilised through the use of indi- 
rect forms of control than through the more traditional forms. 
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Even in the retail trade - that is, in an industry which, together with call 
centres, is regarded as the most typical example of “Taylorisation’ in 
service work — similar trends are emerging. In large-scale retailing, the 
standardisation and decomposition of work processes, particularly in the 
areas of logistics and goods handling as well as at checkouts and cash tills, 
are already far advanced. This development is based on the use of 
information technology with the aim of putting in place highly standard- 
ised and automated goods-handling systems and increasing functional 
differentiation. At the same time, however, a second rationalisation prin- 
ciple may be seen at work. Hierarchies are being flattened as firms down- 
size, and planning and organisational tasks are assumed by sales staff. 
Central management sets targets for sales and return on capital that have 
to be achieved within a certain time. In sales areas, management by indi- 
cators is gaining ground over the traditional system of personal control by 
supervisors. As a result, staff see it as their responsibility to help to achieve 
the business targets set by management. If they do not succeed, manage- 
ment reserves the right to transfer sales staff, to reduce the volume of 
hours or to cut jobs. Only by achieving a certain level of economic success 
can employees be sure of keeping their jobs. 

These two rationalisation principles are to some extent being pursued 
with a view to segmenting internal labour markets. On the one hand, 
there are employees engaged in highly standardised work processes that 
have been broken down into their constituent elements, many of whom 
are also contracted to work only a small number of hours; some of their 
co-workers, on the other hand, have deep and extensive knowledge of the 
company’s internal processes. In all areas of retail activity, however, it is 
customer contact that determines service quality. Even in allegedly ‘non- 
complex’ service jobs, as opposed to the industrial assembly line, ‘basic 
manual work’ is being replaced by ‘basic communication work’ (Bosch 
2000). Employees must be present as personalities, as individuals, even 
if they are often subject to very narrowly defined rules regarding the 
nature of their communicative and emotional input. Consequently, retail 
sales staff are also finding themselves increasingly caught between cus- 
tomers and indicators. In order to be able to achieve their business 
targets, they have to provide a good service and take the customer-driven 
nature of their work seriously. At the same time, they constantly have to be 
aware of the fact that customers are being used by management as an 
instrument against them, since ‘the customer is always right’. For this 
reason, retail sales staff are increasingly having to adapt their work 
rhythms to a changing situation, to take account of changing customer 
requirements, to use resources efficiently, and to identify and exploit 
potential for rationalisation. 

As this brief survey demonstrates, elements of market-driven and indi- 
rect control may be observed in very diverse service activities. Service 
organisations are redesigning job tasks, but this redesigning entails 
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additional responsibilities up to and including self-management of the 
actual performance of tasks. If we remember, as Ackroyd and Bolton 
(1999: 372) rightly point out, that the core of scientific management was 
the design of jobs, the depth of the change becomes apparent. In order 
for employees to be guided in their work by the twin objectives of service 
quality and cost-efficiency, current Job design also includes its opposite, 
namely self-management. 

Under these circumstances, organisational problems are being solved 
less and less by management but being handed on to more junior 
employees without management necessarily having to make available the 
required resources. Firms have created working conditions in which 
employee ‘empowerment’ is being actively used in order to reduce direct 
instruction and control. As a result, however, they are all the more 
dependent on controlling the work process indirectly by establishing a rig- 
orous economic framework within which employees must operate. It is in 
the stress field between indicators and customers that service workers are 
being challenged to develop their subjective potential. 

Examination of how the risks associated with flexibility are managed 
will demonstrate the effects this can have on working conditions in service 
activities. 


The risks of flexibility 


The market does not determine how work in a service organisation is 
structured. It is management’s task to translate external stimuli into a 
strategy, and if, in so doing, it decides to use the market as an instrument 
of control, it is seeking to internalise and instrumentalise elements that 
already exist in the external environment. Thus it is that the substance 
and density of market regulation also impact on the internal workings of 
organisations. At the same time, however, this also means that firms may 
be able, as Rubery notes (Chapter 11, this volume), ‘to use the opportun- 
ities of changes in competition conditions to reopen negotiations on the 
form of labour relations’. These political opportunities vary from country 
to country. Examination of the ways in which the risks associated with flex- 
ibility are managed allows us to observe both processes: the shifting of 
unresolved organisational problems on to the shoulders of employees, 
and the modification of this general trend by national labour market 
regimes and industrial relations systems. 


Availability at any time 


In their attempts to manage their temporal flexibility requirements, 
service organisations may adopt an organisational paradigm which we 
characterised above as ‘passive flexibility’. Those that do so are interested 
primarily in workers’ temporal availability and try simply to impose their 
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requirements on workers. Practices of this kind were encountered most 
frequently in retailing. The most important instrument used for this 
purpose is part-time work. 

However, this kind of personnel practice needs to take account of the 
situation in the external labour market. It should not be assumed that 
part-time work is generally flexible. On the contrary: most women — and 
hence most part-time workers in the EU - prefer part-time work because 
(or provided that) it is not flexible. From their perspective, the whole 
point of part-time work is that it is a means of combining labour market 
participation with domestic responsibilities, particularly caring for chil- 
dren. The higher the level of female labour market participation is, the 
more complicated it may be for firms to recruit workers for these non- 
complex services. This applies particularly to countries in which the equal 
participation of women in the labour market is relatively far advanced and 
institutionally supported. Firms have either to make concessions to their 
female employees, by making only limited use of marginal part-time jobs, 
for example, and instead offering part-time jobs with hours close to the 
full-time level, or look for other target groups on the labour market. 

In some countries they may be assisted in this reorientation of their 
recruitment strategies by high youth unemployment and less well- 
developed vocational training systems. In France, for example, it is often 
young women who are prepared to accept a retail job for a limited period 
of time. In Portugal, a country with an extremely low part-time rate, the 
large retail companies would be quite unable to pursue their part-time 
strategy if transitional groups, particularly young people, were not present 
in the labour market. However, drawing on the young unemployed as a 
last resort may not be the best or most sustainable way of solving the flexi- 
bility problem in large service industries. ‘You need winners at the front 
lines, not just warm bodies’ (Schlesinger and Heskett 1991: 17) is a piece 
of advice that many service managers have learned to take seriously, even 
in an environment characterised by fierce price competition. One com- 
promise that may help to reconcile the fragmentation of working times 
with a certain level of worker commitment is to look to high school and 
university students. This recruitment strategy is becoming more and more 
important in some countries, in particular in Scandinavia, where the pool 
of economically active women interested in part-time work is shrinking. 
The value of high school and university students to employers is twofold: 
they are available to work at times other groups regard as unsocial and 
they bring with them a certain level of education that they provide gratis. 
This also makes them particularly sought after among some call centre 
managers as well (see Haipeter and Pernod-Lemattre, Chapter 10, this 
volume). However, not even these young people are generally available on 
call, but only at specific scheduled times. Thus making temporal availabil- 
ity alone a principal criterion of recruitment and HR practice creates pre- 
cariousness not only for many workers but to some extent for firms as well. 
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Ultimately, therefore, there is no getting around the need, even in the 
retail trade, for a stable group within the workforce, and one that, when- 
ever possible, is not too small. These ‘anchor workers’ must be both func- 
tionally and temporally flexible. The effects of the requirement for 
temporal flexibility on these employees’ working conditions can be influ- 
enced by legislation or collective agreements. In Denmark and the 
Netherlands, the particularly high shares of young part-timers in the retail 
trade (in 1999, according to the European Labour Force Survey, around 
45 per cent of all retail employees in both of these countries were under 
age twenty-five) go hand in hand with a particularly high level of protec- 
tion for ‘anchor workers’, enshrined in collective agreements, against 
demands for flexibility regarded as excessive. In the Netherlands, the rele- 
vant collective agreement stipulates that retail workers cannot be obliged 
to work after 6p.m. on more than three evenings per week, while in 
Denmark the limit is just two evenings (Kirsch e al. 1999: 169; Boll 2000: 
18). Retail workers in the Netherlands must be notified of any changes to 
their planned schedules one week in advance, while their counterparts in 
Denmark have to be given four weeks’ notice. At any rate, in a survey con- 
ducted by the Dutch trade unions at the end of the 1990s, around three- 
quarters of respondents stated that these regulations were respected in 
their individual cases (Kirsch et al. 1999: 170). 


Flexibility for free 


Social services offer a wealth of examples to illustrate what may be called 
the ‘flexibility for free syndrome’. As service delivery times are extended, 
social service organisations are dependent on an increasingly skilled work- 
force that combines a high level of professional commitment with a will- 
ingness to accept the need for considerable time flexibility. The main 
difficulty is that the financial conditions under which such organisations 
operate are only imperfectly adapted, if at all, to these increased require- 
ments. The restrictions arise either directly from the budgetary resources 
available to them or indirectly from competition with other providers. 
This leads to a sometimes highly problematic interaction between the twin 
challenges of ensuring high service quality, on the one hand, and recruit- 
ing an adequate number of suitable workers, on the other. 

At first sight it may seem surprising that it can sometimes be difficult to 
recruit suitably skilled staff in this sector. After all, the trend towards pro- 
fessionalisation in the social services is in tune with the rising expectations 
of many women, who still account for the majority of workers in this area. 
Their skill and qualificational levels are rising and women are accordingly 
becoming increasingly concerned to use the knowledge, abilities and 
experience they have acquired in jobs that offer them full professional 
status. This should, in theory, create favourable conditions for the care 
service providers, which increasingly have to provide their skilled services 
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at times outside the time slots preferred by part-time auxiliaries. Yet it is 
clear that they frequently do not manage to exploit this potential. 

One important reason for this may be observed in the UK, although 
the practice is not confined to that country. Here, new employment con- 
tracts are being concluded without any agreement on the scheduling and 
distribution of working times, because it has proved impossible to put in 
place new arrangements for the workforce as a whole that would address 
the flexibility problem. The idea is to exploit staff turnover in such a way 
that employees on the new contracts will gradually replace those on the 
old ones. Qualification requirements for care workers are certainly being 
raised in Great Britain as well (with the state, surprisingly enough, regulat- 
ing service quality standards to that end), but there are no national 
collective agreements that would improve both employment conditions 
and pay levels. The UK may be a conspicuous example, but the basic 
problem applies to some other countries as well, albeit to a lesser degree: 
higher levels of professionalism and a greater willingness to work flexibly 
are being expected of employees with nothing being offered in return — 
flexibility at zero cost for the employing organisations and for the 
customers. 

Under these conditions, care service providers come up against dif- 
ficulties in seeking to extend their service delivery times. The outsourcing 
of services to private organisations occasionally provides a temporary solu- 
tion. In Great Britain, for example, private care service agencies provide 
their services especially at times when the local authority providers find it 
difficult to deliver services. However, this then raises, in a particularly 
acute form, the problem of service quality in an area in which staff con- 
tinuity is particularly important for the client/provider relationship. And 
yet if the pressure this form of external flexibility exerts on the internal 
organisation of local authority care services is exploited by management in 
order to rescind the fixed work schedules stipulated in workers’ employ- 
ment contracts, turnover will rise, which also has disastrous consequences 
for service quality. What is frequently lacking, obviously, are the frame- 
works — but usually above all the opportunities — for new, better funded 
compromises on flexibility to be put in place. 

However, as may be suggested on the face of it by some examples of 
‘good practice’, the ideal way of reconciling high professional standards 
with high levels of flexibility may be what we identified earlier as ‘active’ 
flexibility. It is true that some local authorities have solved their flexibility 
problems in the short term through a high degree of employee self- 
management. In the medium to long term, however, local ‘win-win’ solu- 
tions may suffer from, and be endangered by, the limited financial 
resources made available to local organisations. This leads us to the third 
layer of problems involved with the delegation of uncertainties to 
employees. 
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Self-managed intensification and ‘extensification’ of work 


Work is becoming more intensive and the pace of work is increasing. A 
whole range of representative studies, including the Third European 
Survey on Working Conditions (Merllié and Paoli 2001), confirm that this 
is a widespread and growing phenomenon. 

Management rhetoric extolling the value of employee empowerment 
may be heard in all countries and in all sectors of the economy. Con- 
sequently, it is particularly noteworthy that workers in very different indus- 
tries have reported a gradual decline in the control they have over their 
own working conditions (defined by means of the following criteria: 
“control over the sequence of the tasks to be performed, working methods 
and pace of work’). According to the survey cited above, 23 per cent of all 
service and sales workers in EU member states in the year 2000 were 
working ‘continuously at very high speed’. Five years earlier, the figure was 
20 per cent. The case studies on which this volume is based provide many 
detailed illustrations of this tendency. 

In many service jobs, the pace of work is increasing while opening or 
operating hours remain fixed. The opening hours of a retail store, the 
shifts in a hospital or the hours during which home care must be provided 
all act as a framework within which work intensity is increasing. However, 
there are some jobs in which the scheduling and duration of working time 
are not fixed in advance. Particularly in the case of service providers that 
encourage and require their employees to use their own initiative and 
adopt an ‘entrepreneurial’ attitude, work is becoming more intensive and 
at the same time working time is also increasing. It is known from various 
surveys that workers report high work intensity (using such indicators as 
high speed, tight deadlines and lack of time to complete work) all the 
more frequently, the longer their usual working times are (Boisard et al. 
2003: 19; Gerlmaier and Kastner 2003). 

Work intensification and longer working hours are most likely to occur 
under conditions where only specific targets are defined (e.g. project 
deadlines, financial targets, goals agreed among individuals or groups) 
and where the practical implications of meeting those targets within the 
contractual working hours may become a matter to be resolved by 
employees themselves. As long as the employer has to pay for each hour 
actually worked, a precise match between planned work volumes and the 
resources required is more likely to be achieved. With projects, on the 
other hand, for which lump sum payments are agreed with clients, there is 
a tendency for internal work scheduling and, in particular, pay to be 
driven by results as well. As already noted with regard to market-based 
control, there is a great tendency under such conditions to make insuffi- 
cient allowance for overheads. In the absence of formal regulations on 
overtime limits or pay, a frequent ‘solution’ is the (in many cases unpaid) 
extension of working hours. This form of individualisation of working- 
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time conflicts reaches its peak in systems relying on so-called ‘trust-based 
working time’, which are mushrooming in Germany (Haipeter et al. 
2002). Management of the flexibility requirements imposed upon the 
company becomes a concern for each and every employee. In the extreme 
case of ‘1:1’, the company’s temporal flexibility is translated into the indi- 
vidual’s temporal flexibility. 

For employees operating in a restrictive environment, increased auto- 
nomy to organise their own work and particularly long working times go 
hand in hand. Paradoxically, these workers are working long hours not 
despite but because of their autonomy. For them, ‘this desperate time situ- 
ation results directly from the removal of external coercion’ (Kadritzke 
2001: 4). 

And yet, in the long term, this situation is not without its problems for 
firms as well. Unresolved organisational problems remain unresolved 
because working-time increases provide a safety-valve that is without cost 
for firms, at least initially. In the medium to longer term, however, failure 
to resolve organisational problems may be their downfall. 

Thus the problem of extended working hours is obviously that the con- 
siderable potential for productivity gains and improvements in service 
quality created by the self-management of work and flexibility is not 
subject to any checks and balances within the wider organisational frame- 
work that would help to ensure the long-term social sustainability of this 
form of work organisation. Factors capable of counterbalancing the 
internal dynamic of working-time increases seem to come largely from 
external sources: ‘Probably the most effective means of controlling 
working hours is having children, and at the same time to be the main 
care provider at home’ (Csonka and Boll 2000b: 33). 

Given certain preconditions, one external factor that can act as a coun- 
terweight to the organisational dynamic of working-time extension is the 
regulation of working time by legislation or collective agreements. A study 
of the Dutch health care system provides some interesting indications in 
this respect (Plantenga and Remery 2000: 6). In the mid-1990s, following 
a series of heated public disputes, the notoriously long working hours of 
hospital doctors were made subject to a statutory upper limit of forty-six 
hours per week. An evaluation of the act showed that full compliance with 
the new norm has not been achieved. However, the working times of 
junior doctors have been reduced substantially, due to growing public 
awareness fostered by the hotly debated law. The impact of public aware- 
ness or, more generally, societal norms on organisational working-time 
practices is also emphasised by the spread of part-time working in the 
Dutch IT sector, where firms have been trying to improve their competi- 
tive edge in the labour market for high-skilled specialist staff by offering 
shorter hours, with a view to attracting more women into this male- 
dominated industry (Plantenga and Remery 2001). 

The example of Finland, the home of some of the leading IT service 


310 S. Lehndorff and D. Voss-Dahm 


providers, is worthy of note in this respect. Finland is the only country in 
our sample where the IT services industry is fully covered by collective bar- 
gaining. Given the distinctive working-time profile of Finland, i.e. an 
equal distribution of working-times among the working-age population, 
including a high full-time labour force participation of women and 'the 
concentration of working-times to the agreed hours', fostered by a large 
set of institutions (Julkunen and Nätti 1999: 41), even at the peak of the 
dot.com boom the discrepancies between working times in IT services and 
the respective national average were much smaller than in most other EU 
countries (Figure 12.2). 

As the Finnish example suggests, societal working-time standards may 
acquire new significance for firms’ organisational and working practices, 
including those in the IT sector. The need to pay every hour worked 
encourages Finnish IT service providers, or at least the larger ones, to 
plan and schedule carefully the number of hours required for each 
project and the resources necessary to cope with customers’ expectations 
(Anttila and Natti 2000). Thus even though societal working-time norms 
may come under pressure from new forms of work and international 
competition, they have in some cases proved to be powerful enough to 
deflect the pressure on to firms’ internal processes, leading to improve- 
ments in the work process. Sengenberger’s argument that the ‘high- 
performance economies in Northern Europe’ are at the same time world 
leaders in the firm establishment of ‘standards of participation, protection 
and promotion’ can be substantiated, right down to the operational level 
of the IT services industry. ‘It is both necessary and possible for national 
policy to influence work organisation’ (Flecker 2000: 445). 
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Figure 12.2 Share of employees working usually 48+ hours per week, IT services 
and all sectors (1999) (%) (source: Eurostat Labour Force Survey). 
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Conclusions 


The widespread view that service work and flexibility are two sides of the 
same coin and that closeness to the market is part of the natural scheme 
of things in service activities is a myth. Organisational flexibility is not syn- 
onymous with individual flexibility, and the market and customers are not 
one and the same thing. And yet there is some truth in the myth. Service 
organisations are increasingly structuring their external flexibility in such 
a way as to create a point of entry for the internalisation of the market and 
of competition, and for the establishment of a new, market-driven mode 
of control for service work. However, when the market is turned into an 
instrument for controlling the work process, uncertainties as to the rela- 
tionship between performance, pay and working time — hitherto elements 
of entrepreneurial risk — are in part devolved to dependent employees. At 
the same time, such a policy offers firms new opportunities for calling into 
question the labour standards established in the so-called ‘golden age’ of 
economic growth in the decades immediately following the Second World 
War. Some of the risks this entails for employees in various areas of the 
service sector have been described by taking the example of the manage- 
ment of flexibility requirements. The findings presented here support the 
results of other international comparative studies in which service 
workers’ employment and working conditions, particularly in typically 
‘feminine’ service activities, are generally viewed in a negative light (cf. 
most recently Webster et al. 2002). 

Nevertheless, we have emphasised that market-based control in service 
organisations has been influenced by policy and, moreover, remains sus- 
ceptible to influence. This observation is more than a pious wish, since it 
is grounded not least in the very nature of markets (see Gadrey, Chapter 
14, this volume). The history of markets is a history of the battle to regu- 
late them. The market is an abstraction and at the same time, as a 
concept, an element in a strategy. This applies particularly to markets 
within organisations, which, as we have repeatedly stressed in this chapter, 
have to be established initially by senior management in order to be able 
to operate at all and are then further influenced by the existence (or 
otherwise) of external regulations. 

The extent to which organisational flexibility can, with the aid of 
market-based control, be turned into a problem for individual employees 
is influenced by the situation in national labour markets, by labour market 
regulation and by industrial relations systems. This ‘direct’ influence on 
working conditions is of crucial importance, as the case studies in this 
volume show. However, the use of the market as an element in the control 
of service work is a form of indirect control that can be matched with 
‘indirect regulation’, particularly in social services. This is shown by the 
examples given here of the possible effects on work organisation and 
working conditions of product market regulations. To that extent, the 
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price of high-quality services, and particularly of good social services, is 
ultimately a political matter. 

Employees’ opportunities to turn to good account the contradictions 
and ambivalence inherent in the delegation of uncertainty depend largely 
on how politicians and policy-makers structure the environment to which 
firms seeking to put in place a form of market-based control have to 
adapt. Many individuals need a “secure framework ... in order to be able 
to decode market risks as positive incentives for action' (Dórre 2003: 27). 
Market-based control is geared to mobilising employees’ problem-solving 
competences in order to overcome problems within organisations, and, as 
is shown over the entire spectrum - in IT services, in hospitals, even in the 
retail trade — this employee competence is considerable. Employees who 
face the market equipped with only the slenderest resources and who, 
under increasingly difficult and stressful working conditions, master intric- 
ate difficulties on their own, are experts in the work process. They know 
best how working conditions should be shaped in order to produce good- 
quality service. 

This message is not aimed solely at employers. Trade unions that are 
looking for ways to make good services part and parcel of their pro- 
gramme in a service society could also make use of this knowledge and 
these skills. 
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13 Can trade unions meet the 
challenge? 


Unionisation in the marketised 
services 


Jon Erik Dolvik and Jeremy Waddington 


Introduction 


In contrast to widespread perceptions that the main threat to trade unions is 
external, often identified with ‘globalisation’, this chapter argues that one of 
the most profound and complex challenges to European trade unions stems 
from domestic change associated with the employment shift towards market- 
ised services. This challenge is not independent of the broader restructuring 
of global capitalism, but reflects dynamics that are intrinsic to economic 
development and modernisation. More than 70 per cent of employment in 
many OECD countries is found in service industries. As a result of the trans- 
fer of jobs from public to private suppliers, the outsourcing of support func- 
tions within manufacturing and the introduction of market mechanisms in 
many public services, the characteristics of work and employment relations 
associated with private-sector services are spreading throughout the labour 
market. Private-sector services are marked by a variety of industries with a 
growing share of small and recently formed firms; new patterns of manage- 
ment-labour relations and work organisation; a diverse workforce, with relat- 
ively high rates of labour turnover and participation by women; and difficult 
structural conditions for collective organisation. In consequence, unionisa- 
tion rates are often markedly lower than in manufacturing and traditional 
public services. Struggling with rising work flexibility, erosion of the standard 
employment relationship, individualisation and social polarisation, tradi- 
tional trade union movements are thus at their weakest in those parts of the 
labour market where growth is strongest and many of the most vulnerable 
groups of workers are found. Different forms of deregulation and privatisa- 
tion have also weakened collective organisation and brought new pressure to 
bear on existing collective agreements. 

These developments present trade unions with difficult challenges con- 
cerning the recruitment and retention of members, together with the 
renewal of organisational structures and strategies. The crux of this chal- 
lenge is to encourage participation and to develop new forms of 
representation appropriate for a heterogeneous workforce. Unless trade 
union movements can respond to the needs and aspirations of the 
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expanding workforce in marketised services, they risk shrinking into a 
narrow interest group of core workers in manufacturing and certain 
public services.’ Such a scenario would have deleterious consequences for 
their political legitimacy and influence. 

This chapter reviews some of the developments introduced by trade 
unions in response to the growth of marketised services. It argues that arti- 
culated structures and activities are prerequisite to a coherent trade union 
response, in order that heterogeneous interests may be aggregated and 
local union organisation empowered, while pressure can still be brought to 
bear on the state and employers’ organisations at national level.” To these 
ends, this chapter comprises four sections. The first section briefly reviews 
the impact of tertiarisation on the level and composition of union member- 
ship. The second section assesses the scope of the challenge faced by unions 
if they are to organise marketised services. The third section identifies the 
features of the trade union response to date. Although we argue that trade 
union countermeasures are currently inadequate, we accept that certain 
trade union policies may constitute the basis to forms of organisation and 
activity appropriate to marketised services. The conclusion thus highlights 
these features and identifies some parameters for future change. 


Tertiarisation of labour and union membership 


The long phase of service employment growth after about 1960 brought a 
steady increase in union membership and density rates in Western 
Europe, particularly in the public services, which became relatively highly 
unionised in most European countries. In the 1980s and 1990s, union 
membership stagnated or declined, except in Belgium and the Nordic 
countries. Since the structural decline in manufacturing resulted in mem- 
bership losses everywhere, a major reason for the declining union density 
is differences in the capacity of national unions to organise the expanding 
service sector workforce and white-collar service workers. Estimates 
suggest that the shift in employment away from manufacturing to private- 
sector services accounts for about 30 per cent of the total decline in 
density in the period 1970 to 1992 (Ebbinghaus and Visser 1999), but con- 
tinued restructuring within the sector suggests that the current figures are 
substantially higher (see Bosch and Wagner, Chapter 2, this volume). 
With regard to aggregate union density in the late 1990s, three main cate- 
gories of countries may be distinguished (see Table 13.1): 


1 Union density’ low in France (9 per cent) and Spain (17 per cent), 
although density increased in Spain during the 1990s. 

2 Intermediary and showing a downward tendency in Ireland (52 per 
cent), Austria (39 per cent), Italy (37 per cent), Portugal (36 per 
cent), UK (30 per cent), Germany (27 per cent), and the Netherlands 
(24 per cent). 
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3 High in Sweden (86 per cent), Finland (78 per cent), Denmark (76 
per cent), Belgium (53 per cent) and Norway (53 per cent), though 
with a slight dip in recent years (Ebbinghaus and Visser 2000; 
Waddington and Hoffmann 2000a). 


With the exception of Norway, a common feature of the high-density 
group is that trade unions undertake a role in administering unemploy- 
ment insurance schemes (the Ghent system). Within this group, the lower 
density in Belgium and Norway may, to a large extent, be attributed to 
lower levels of unionisation in private-sector services. 


Industrial variation in unionisation rates 


Unionism in services developed in three waves (Ebbinghaus and Visser 
2000: 46).* While unions became entrenched in public services, with an 
average density of 50 per cent in the EU countries (Boeri et al. 2001), 
unionisation is generally lower and more uneven in private services. 
Banking and transport tend to have higher than average density levels, 
whereas in commerce, such as hotels and restaurants, retail trade, real 
estate and cleaning, and other non-public social and recreational services, 
density levels have been relatively low in most countries. 

Within this overall pattern, there are notable national variations in 
density levels in services (see Table 13.1). For example, density levels in 
retail range from 60 per cent to 80 per cent in Sweden, Denmark and 
Finland; to around 25 per cent in Ireland and Norway; and to between 10 
per cent and 20 per cent in the UK, Netherlands, Germany, Italy and 
Austria. France is an outlier with minimal unionisation (Dglvik 2001). A 
similar pattern may be found in hotels and restaurants. The lower density 
in the female-dominated commerce and retailing industries is usually 
attributed to the predominance of small workplaces with high turnover 
and prevalence of part-time and non-standard work, but in the male- 
dominated wholesale trade, with a higher degree of standard work, 
density also tends to be low (Olberg 2001). 

In banking, the picture is different. Apart from the low density, ranging 
between 8 per cent and 25 per cent, in France, Germany and the Nether- 
lands, the majority of bank employees in the other countries are 
unionised, with quite stable density levels. These levels range from 
around 50 per cent in the UK and Austria to around 80 per cent in 
the Nordic countries (Dglvik 2001). The relatively high and stable union- 
isation rates in banking reflect the historical tradition of strongly regu- 
lated internal labour markets based on lifelong careers and high-trust 
relations (Lockwood 1957). Although recent restructuring has increased 
the propensity for unionisation among some bank employees, the 
fading boundaries vis-a-vis insurance, other financial services and retail- 
ing, combined with new processes such as tele-banking, home-banking 
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and more part-time work, are likely to raise further challenges for unions 
in the years to come (Haipeter and Pernod-Lemattre, Chapter 10, this 
volume). 

Within the ICT sector the pattern is varied, resulting in part from varia- 
tions in company age and size. Apart from the electronics industry where 
unionism is well entrenched, employment is still concentrated in former 
state telecommunications companies, where labour relations were regu- 
lated and many workers are still unionised. With outsourcing and restruc- 
turing, however, density tends to fall rapidly, as shown in Norwegian 
Telenor, where density halved in a few years (Jordfald and Olberg 2002). 
Data software and services, marked by many small start-up companies, 
have been a virtually union-free zone in many countries, but the recent 
crisis of the industry may bring some change (Plantenga and Remery, 
Chapter 8, this volume). In Sweden, a significant rise in union density 
(now 58 per cent) during the 1990s is reported (Kjellberg 2001), and in 
Denmark, unionisation is also generally high in the ICT sector (EIRO 
2001a). In Germany and the Netherlands, emerging works councils tend 
to undertake union functions, in some cases signing company agreements 


(Kahmann 2003). 


The changing composition of union membership 


The post-industrial employment shift has engendered significant changes 
in the composition of union membership. Whereas density has fallen 
among male and young workers, in many countries it has increased 
among the growing female workforce, especially in public services. In a 
group of ten West European countries, female density rose from 25 per 
cent to 30 per cent between 1970 and 1992, and the female share of union 
membership rose from 34 per cent to 43 per cent (Ebbinghaus and Visser 
1999), partly reflecting the high proportion of women in public services. 
In the Nordic countries, union density is as high among women as among 
men. By the end of the 1990s, women accounted for 52 per cent of union 
membership in Sweden, 48 per cent in Finland and 43 per cent in the UK, 
against 31 per cent in Germany and 28 per cent in the Netherlands 
(Ebbinghaus and Visser 2000). These figures indicate the potential for 
membership growth if the expansion of feminised services is met by ade- 
quate union strategies. Density is usually also higher among the expand- 
ing well-educated groups than among less skilled groups (Boeri et al. 
2001). 

In all West European countries, service employees now represent a 
clear majority in the unions, usually between 50 per cent and 70 per cent. 
This means that the notion of unions as numerically dominated by male 
manufacturing workers is outdated, and signals the likelihood of con- 
tested changes to internal power relations and bargaining priorities. While 
public service employees are over-represented, the most striking bias in 
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union membership today is the under-representation of private service 
employees, especially among employees with low levels of skill and qualifi- 
cations. Most European unions face the choice of whether to compete for 
members among the growing numbers of high-skilled professional and 
white-collar service employees, who may already be members of independ- 
ent unions; or to improve radically their organising capacity among the 
less protected and skilled groups at the lower end of the service labour 
market. 


Changing conditions for collective organisation in services 


This section identifies three features that impinge on the development of 
collective organisation in services: the growth in less skilled jobs; shifts in 
patterns of work organisation; and the establishment of new forms of 
corporate organisation and governance. Details regarding the form and 
coverage of these features may be found elsewhere in this volume; our 
task here is to assess the scale of the task faced by unions to organise the 
workforce in services. 

Alongside significant upgrading of the skill structure of employment 
and marked gender segregation and feminisation of the service workforce 
(Wagner 2002), there is also growth in less skilled service jobs in certain 
areas of services, such as care, catering, fast-food, cleaning, call centres 
and domestic service. These jobs are often occupied by female, young and 
immigrant labour, and are often associated with low pay, high turnover 
and non-standard employment conditions. Although the majority of 
employees in service jobs report better working conditions, pay and job 
satisfaction than in manufacturing, the distribution of jobs in private ser- 
vices tends to be more polarised than in the industrial sector (OECD 
2001: 97). 

Associated with the growth in less skilled jobs are shifts in the patterns 
of work organisation. Compared to the classical fields for union organis- 
ing, defined by the distinct power structures of the factory and the 
common social, spatial and temporal conditions of industrial mass pro- 
duction, the pattern of work in many services, with a multitude of small, 
dispersed workplaces and a more fluid, heterogeneous workforce, is 
usually less conducive to the development of shared perceptions of inter- 
ests and collective identity. Many employees, especially the higher skilled, 
enjoy considerable autonomy, but work processes geared to the inter- 
action with customers or clients imply that market pressures and fluctua- 
tions are often brought directly to bear upon employees. This has 
wide-ranging implications for the patterns of work organisation, working- 
time flexibility and the conditions for interaction both among workers 
and with management (Lehndorff 2002). Yet, in some areas, for example, 
fast-food outlets and call centres, factory-like, neo-Taylorist modes of 
service provision occur, which intensify the conflicts between tending to 
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customers, helping colleagues and satisfying market-induced managerial 
performance criteria (Krell 2001; Weinkopf 2002). 

The introduction of neo-Taylorist forms of work organisation in certain 
service industries may facilitate union organising, but such changes often 
go hand in hand with further fragmentation of the workforce. In many 
service industries, the traditional patterns of hierarchical command and 
control of work are replaced by flatter organisations in which employees 
enjoy greater autonomy in the organisation and undertaking of work. The 
increase in individual independence, however, is circumscribed by delega- 
tion of responsibility to decentralised working teams and individuals, in 
order to fulfil their obligations within the market-determined economic 
objectives and requirements of the company (Glißmann and Peters 2001). 
These contradictory developments have given rise to new categories of 
‘dependent independent employees’ (ibid.) for whom less coercion, para- 
doxically, often leads to the intensification of work (Lehndorff and Voss- 
Dahm, Chapter 12, this volume). When employees are personally 
responsible for the achievement of company objectives and internalise 
market imperatives, tensions between perceptions of professional stand- 
ards, employee rights and company profitability tend to occur. These con- 
flicts within the work group and in the mind of the individual worker 
change the conditions for collective identification within the workforce 
(Glißmann and Peters 2001). As the achievement and remuneration of 
each employee becomes dependent on his or her personal performance, 
as well as the performance of the work group, relationships between col- 
leagues tend to be transformed into ambivalent combinations of competi- 
tion and interdependence. To cope with these contradictory pressures 
and resolve the personal quandary of flexibility, many employees work 
extra hours at greater intensity, often viewing collective regulations of 
work as troublesome obstacles. For trade unions, such shifts in the organi- 
sation and character of work mean significant changes in the basis for 
collective organisation and action. While trade unions have traditionally 
relied on notions of worker solidarity, according to which individual 
workers have similar and common immediate interests, the tendencies 
outlined above point to situations where the relationship between indi- 
vidual and collective interests becomes more complex, ambiguous and 
contentious. In such contexts, the issue for trade unions is not to defend 
the old command and control system and fight autonomy. Instead, trade 
unions are required to help employees develop notions of solidarity, built 
on diversity, through which collective commitments are not perceived as 
restraints for the individual, but as means to enhance personal and group 
autonomy. 

In contrast to the differentiation of the workforce and provision of ser- 
vices, new patterns of corporate organisation and governance result in a 
growing concentration of corporate decision-making in many industries, a 
blurring of management responsibilities, and the spread of new kinds of 
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triangular employment relationships. International service chains, franch- 
ising, malls, outsourcing and delivery networks of interdependent small 
companies exemplify this pattern of development. A further example is 
the large malls, resembling huge factories, where workers are employed by 
each individual boutique or service contractor, which has virtually no 
capacity to influence the structural conditions of work in the mall. Collect- 
ive worker voice vis-à-vis those who run the site is effectively precluded, 
and employees are often beyond statutory codes of industrial democracy. 
Similar problems arise in franchising chains, thus creating severe obstacles 
to union organising and collective bargaining. Yet the rise of larger, more 
professional service employers, which are sensitive to negative public 
exposure, may provide more opportunities for developing ordered labour 
relations than the local shop on the street corner.” 

This complexity is compounded by the increasingly blurred notion of 
employer counterparts arising from the ‘distanced’ employment relation- 
ships adopted in many segments of services. Many employees and unions 
face phoney local employers, as decision-making is concentrated in 
remote headquarters with no direct responsibility for the local employ- 
ment relationship. Furthermore, the weakness of employers’ associations 
in marketised services compounds the difficulties faced by trade unions, as 
they often have no national level counterparts through which to seek 
influence. 

For trade unions, these contradictory trends raise the threefold task of 
combining the pursuit of decentralisation, accommodating the differenti- 
ation of member support and empowering local organisation; while also 
strengthening centralised capacities to represent workers vis-à-vis the 
polity and business power centres that often operate across industry and 
union boundaries. At the same time, unions need to strengthen their 
appeal to the expanding groups of well-educated service employees, 
without alienating their core constituencies or losing sight of the growing 
need for organisation and support among the most vulnerable parts of the 
low-skilled service proletariat. 

A particular condition for collective action in services is the growing 
pressure to take account of the interests and reactions of consumers, 
clients and the wider public. In the media society, struggles over change in 
working conditions involve an intricate three-way game, linking politics, 
collective bargaining and information strategies in new and powerful ways 
(Delvik 2001: 488). For trade unions in services, this entails both con- 
straints and opportunities, but suggests that the need to win customer 
support and public legitimacy, and to build ties with broader societal 
groups, is a prerequisite for success. 
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Trade union challenges and the search for solutions 


The changing dynamics of work and trade union membership in services 
point to three major challenges for trade union organisation: 


To reverse the decline in union membership and density by improv- 
ing the capacity to attract and retain members in marketised services. 
This challenge is more than simply a question of membership 
numbers. If trade unions are to broaden membership footholds in 
services, they will have to attract and accommodate increasingly 
heterogeneous constituencies, adding to the already growing diversity 
of membership in many larger unions. This places additional 
demands on union resources at a time when income from members 
in many unions is diminishing. Because of high rates of labour 
turnover and incidence of atypical workers in many service industries, 
organising is costintensive. The recruitment challenge is com- 
pounded by the employer structure in marketised services, where 
many employers have been highly effective in resisting unionisation. 
The capacity of managers to communicate directly with employees is 
often cited as underpinning this resistance insofar as it is viewed as 
‘weakening’ the demand for unionisation from workers (Kochan ¿t al. 
1997). The growing incidence of small sites requires unions to 
support members at an ever-increasing number of workplaces, falling 
under statutory thresholds for recognition of unions and bargaining 
rights in some countries. Implicit in the membership challenge is thus 
a requirement to develop forms of organisation that strengthen union 
capacity for support and representation of female employees at small 
sites. 

The issue of recruitment cannot be resolved without creating union 
agendas and internal channels of representation that meet the hetero- 
geneous interests and conditions for participation among diverse 
service workers. Besides increasing sensitivity to the needs of women, 
immigrants and non-standard workers, this raises the complex issues 
of interest aggregation, intermediation and compromise. The growth 
of high-skilled professional employees alongside the spread of fluid, 
non-standard employment in private services and the interconnected 
difficulties in reconciling work, family and other life commitments, 
accentuate the need for unions to embrace a wider set of issues. To 
maintain organisational cohesion, it is necessary to improve internal 
interest intermediation and to broaden the notion of labour solidarity 
to incorporate complementarity and diversity rather than uniformity 
and similarity (Valkenburg and Beukema 1996; Schumann 2001). 

The decentralised and diversified pattern of service provision, com- 
bined with the concentration of corporate power, reinforce the crit- 
ical importance of maintaining or regenerating articulated trade 
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union structures and activities. For our purposes, an articulated trade 
union is established around cohesive and coherent interrelationships 
between workplace, regional, national and supranational® levels of 
organisation and activity (Kjellberg 1983; Crouch 1993). The absence 
of articulation between different levels of union organisation slows 
internal reform and often weakens union power, vis-à-vis employers, 
particularly in service industries with multi-tiered management struc- 
tures. Furthermore, where unions fail to maintain articulated struc- 
tures, the coordinating capacity at central level is impaired, and 
workplace activity is often isolated and relatively ineffective. This is 
particularly important given that ‘the most important factor explain- 
ing union growth or decline since 1975 appears to be whether or not, 
and to what degree, unions were recognised and present in the work- 
place’ (Boeri et al. 2001). Redeploying resources and improving articu- 
lation with workplace union organisation is thus an essential priority. 


In response to these challenges, trade unions in Western Europe have ini- 
tiated a vast range of reforms. In the following section, we review three 
areas of reform: recruitment and organising, structural change, and 
approaches to bargaining. Underpinning several of these initiatives is the 
tension between the need to expand organisation into marketised services 
and the impact of diminishing resources. Examples are drawn from differ- 
ent levels of union activity to highlight the centrality of articulated union 
organisation. 


Servicing or organising? 


Many trade unions have traditionally relied on some variant of the ‘servic- 
ing’ approach to support members at their place of work, to retain them 
in membership and to extend union organisation. The servicing approach 
depends on trade union activity external to the workplace to support 
members. It thus places an enormous burden on full-time officers to 
undertake these duties. Similarly, many recruitment and retention activ- 
ities are left to full-time officers to initiate and to conduct. The approach 
is supported through the central provision of welfare benefits, which are 
viewed as assisting membership retention. The decentralisation of bar- 
gaining and the proliferation of employment at small sites have led many 
unionists to argue that the servicing approach in its ‘ideal’ form is no 
longer viable. There are neither enough full-time officers nor resources to 
adapt to current circumstances. 

This is not to argue that all aspects of the servicing approach have been 
jettisoned. Unions in countries where the Ghent system operates have 
extended organisation throughout much of private-sector services and 
have secured members among part-time, fixed-term contract and tempo- 
rary workers. Similarly, many unions continue to offer welfare benefits, 
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which, although overtaken by state provisions, remain fairly popular 
among members (Jørgensen et al. 1992; Waddington and Whitston 1997; 
ICTU 1998). Recent attempts to develop the servicing approach, however, 
have met with mixed results. The provision of packages of financial ser- 
vices by unions in Belgium, Denmark, Italy, Sweden and the UK proved 
relatively ineffective as tools for both recruitment and retention (J@r- 
gensen et al. 1992; Di Nicola 1997; Waddington and Whitston 1997). Ser- 
vices focused more centrally on the workplace have tended to have a 
better reception. The provision of legal services, for example, is highly 
regarded by British and German trade unionists. Unions that organise 
highly skilled or professional employees have also recorded recruitment 
successes through the provision of professional services. Unions of nurses, 
for example, cite the efficiency of professional indemnity insurance as a 
means of recruiting and retaining members. Connect, a union that repre- 
sents senior telecommunications engineers in the UK, offers assistance to 
members to find new jobs when made redundant, as do several other 
unions, which act as virtual job agencies. The Internet has opened up new 
opportunities for direct recruitment and dissemination of union services, 
including the set-up of ‘virtual’ or ‘digital’ unions with direct member- 
ship. For example, Handelstjenestemännens Förbund (HTF) in Sweden 
reports that 3,700 new members joined the union directly through its 
website in 2001 (UNI 2002). The servicing approach is thus not mori- 
bund, but is not suited to address the central reason for joining a union, 
namely the provision of support if the member has a problem at work 
(Waddington and Whitston 1997). 

To improve union presence, recruitment and member support at work- 
places within private-sector services, several unions have adopted an 
‘organising approach’ or participatory forms of unionism. Such 
approaches originate in the USA and Australia (Conrow 1991; Bronfen- 
brenner et al. 1998) and assume a shift in union priorities away from the 
servicing of existing members towards the recruitment, involvement and 
empowerment of new members. In order to establish workplace union 
organisation, support from the union may be initially required, often in 
the form of campaigns directed at specific companies with the aim of 
achieving recognition for collective bargaining, and raising customer and 
public awareness. At this stage professional union organisers and public 
relations support are usually deployed. Once workplace organisation is set 
up, however, the organising approach assumes that the provision of train- 
ing and specialist advice are the principal forms of external support pro- 
vided by the union, as workplace representatives are expected to perform 
many of the duties undertaken by full-time officers within the servicing 
approach. 

Examples illustrate some of the tactical variation inherent within the 
approach. In Sweden, the process of ‘anchoring’ promotes dialogue 
between union representatives, union members and potential members, 
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thereby raising levels of participation (Ahlen 1994). Similarly, in Norway, 
Hotell og Restaurantarbeiderforbundet recently won new members by forcing 
several non-union firms to sign collective agreements through highly pub- 
licised picketing, strike action and boycott threats from supporting 
unions, although the membership gains were insufficient to offset losses 
elsewhere. Similar tactics have forced Body Shop in Ireland, and McDon- 
alds and Toys ‘A’ Us in Sweden to accept collective agreements and recog- 
nise unions. A further development of the organising approach is 
underway in the UK in the form of the Organising Academy, which is run 
by the Trade Union Congress (TUC). At the Organising Academy, trainee 
organisers are provided with the skills to undertake recruitment and 
organising activities, which are then deployed within affiliated unions. 
Targeting is integral to the Organising Academy insofar as the intention is 
to ensure that the trainees, in terms of their age and gender, mirror the 
potential members they will recruit. Initial results, however, suggest that 
trainees are deployed primarily to deepen density at partially unionised 
sites rather than to establish organisation at greenfield sites in private- 
sector services (Heery 2002). 

There are considerable difficulties to overcome if the organising 
approach is to become widespread. Many workplaces where unionists are 
present, for example, have no workplace representatives to serve as the 
base on which the organising model might be established (Krieger and 
O’Kelly 1998). To move away from servicing to organising also requires 
huge cultural shifts within unions and ‘disturbing’ vested interests, 
particularly those of full-time officers, many of whom are embedded in the 
servicing approach. To date, there is no consistent evidence to suggest 
that unions are transferring funds from servicing functions to organising 
functions in sufficient quantities to transform traditional practices. Fur- 
thermore, it is far from certain that the organising approach is appropri- 
ate for all target groups within private sector services. The notable 
successes achieved in the USA tend to be associated with relatively homo- 
geneous groups of potential members. The Justice for Janitors Campaign, 
for example, was targeted at a distinct group of the workforce that under- 
took the same role, albeit at a huge number of different workplaces, and 
had similar ethnic origins (Savage 1998; Williams 1999). It remains to be 
seen whether this approach can be adapted for more heterogeneous work- 
forces or to attract those in the higher skilled jobs. 

Many workers in marketised services targeted by trade unions exhibit a 
greater instrumentality than those in other sectors (Di Nicola 1997; Sverke 
and Sjøberg 1997). Where union workplace organisation does not provide 
the support considered appropriate by members, they will leave the union 
(Waddington and Kerr 1999, 2000). For trade unions, it is thus essential to 
ensure that the ‘quality’ of support provided at the workplace matches the 
expectations and needs of these instrumental groups. Unions in many 
countries are now examining how the quality of workplace organisation 
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may be improved through the provision of new forms of training to work- 
place representatives and by making available a wider range of support 
and advisory services. A critical issue is to enable adequate deployment of 
resources (for example, through the decentralised pooling of infrastruc- 
ture and personnel). This is likely to require reforms in central union and 
confederal structures. 


Trade union structural adaptation 


The reform of trade union structures shows considerable variation, but a 
central objective is often to strengthen union presence and member 
support in marketised services. Besides overcoming union divisions made 
obsolete by fading industrial and occupational boundaries, not least 
between public and private sectors, it is argued that the economies of 
scale released by mergers between unions ‘frees’ central union resources 
for decentralised recruitment activities within marketised services. A 
counter-tendency is the establishment of specialised unions catering for 
specific, often occupational or professional, interests. The two tendencies 
reflect the tension between organisational breadth and the specificity of 
members ‘interests inherent within trade unionism. 

Mergers involving trade unions in private sector services take several 
forms. The first of these consolidates existing patterns of organisation 
within private sector services. The formation of Palvelualojen Ammattiliitto 
(PAM: Service Unions United) through the merger of four Finnish 
unions, for example, united union organisation throughout finance, 
hotels, catering and restaurants. In the UK, the formation of UNIFI by the 
merger of three unions consolidated organisation in banking. In both of 
these instances, however, unions remain apart from the merger. In the 
case of PAM, each of the four constituent unions was affiliated to the 
Suomen Ammattilüttojen Keskusjärjestö (SAK: Central Organisation of Finnish 
Trade Unions), the largest of the three Finnish confederations. Unions 
with related memberships affiliated to the other Finnish confederations 
stayed outside of the merger. Similarly, the Lloyds-TSB Bank Group 
Union, which is outside the TUC, remained independent from UNIFI, 
with the result that union organisation is split within this bank. 

A second merger variant for unions from private-sector services involves 
unions that organise more stable and more unionised sections of the 
labour force, such as transport or public services, to create a multi-indus- 
try union. In the Netherlands, for example, the constituent unions of 
Bondgenoten included the services union Dienstenbond (DiBo) with 
members in retailing, commerce, banking, insurance, media, business and 
professional services, and personal services. DiBo was financially weak 
compared to the unions from transport, food and, in particular, manufac- 
turing with which it merged (Streeck and Visser 1997). An intention 
underpinning the merger thus was to use resources from unions in 
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relatively densely organised sectors of the economy to fund recruitment 
activities in marketised services. In Germany, the formation of Vereinigte 
Dienstleistungsgewerkschaft (ver.di. United Services Union) in 2001 from five 
unions combines both public and private service organisations to form a 
sectoral union. In ver.di, the intention is to use income from highly 
unionised areas to support the extension of union organisation through- 
out private-sector services. It should be acknowledged, however, that 
Bondgenoten has yet to record significant breakthroughs, while it is too 
early to assess the progress of ver.di. It is clear that targeting of recruit- 
ment remains a very different issue within the two unions. For Bondgenoten 
the strategic choice of whether to concentrate on the ‘upper’ or ‘lower’ 
segment of workers within private-sector services remains a ‘live’ issue. In 
contrast, the sectoral recruitment base of ver.di assumes that both groups 
can and should be represented within the same union. 

Irrespective of which of these merger variants is pursued, the issue of 
internal union representation and mergers cannot be readily separated. 
Mergers are certainly a time during which constitutional innovation and 
policy change can be introduced. In each of the instances mentioned 
above, for example, the post-merger constitutions introduced new forms 
of sectional representation. In ver.di, sectional representation is combined 
with tiers of geographical structures and institutions introduced specifi- 
cally to encourage participation among women, ethnic minority, disabled, 
gay and lesbian members. In addition, ver.di was able to extend the 
connexx.av project, which targets non-unionised media workers” and has 
recently started to recruit prostitutes through setting up the first works 
council in a brothel (EIRO 2002). 

Heterogeneous unions, however, require forms of representation that 
allow ‘voice’ to specific interests. To facilitate the representation of spe- 
cific interests, many unions, irrespective of their involvement in merger 
activity, have introduced sectional forms of representation.’ The size, 
membership heterogeneity and ‘distance’ from the workplace of many 
extant unions has also prompted workers in services to set up independ- 
ent unions with relatively ‘closed’ recruitment bases; that is, they have 
rejected the forms of sectional representation offered by larger unions. 
More recently, there has been a growth in the number of autonomous 
unions (COBAS: Comitati di Base) as a result of initiatives taken by Italian 
service workers (Ponzellini and Provenzano 2001). Similarly, in the 
Netherlands during 1990 Vakbond voor Vervoer, Logistiek en Dienstverlening 
(VLD: Transport, Logistics and Services Union) was formed in opposition 
to Bondgenoten with which the FNV-affiliated transport union had merged. 
The VLD is now one of the fastest growing Dutch unions and pursues a 
policy of concluding ‘tailor-made’ company-level agreements appropriate 
to local interests (Tromp and Beukema 2001). Guild-like clubs for 
dot.com workers and digital unions for nomadic employees appear also to 
be emerging in several countries. It remains to be seen whether these initi- 
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atives can be sustained. One response from the Italian union confedera- 
tions, for example, was to set up unions specifically for self-employed 
workers, many of whom had previously been attracted by the COBAS 
(Ponzellini and Provenzano 2001; Fullin 2002). A similar union was 
recently set up in Austria (Blaschke 2001), while artists, musicians, soccer 
players and others have long had their own unions in many countries. 
What is clear, however, is that structural change to accommodate the 
interests of members from marketised services is underway on a large 
scale. 


Reforming the bargaining agenda 


Two developments have dominated collective bargaining in Western 
Europe during recent years: the conclusion of framework agreements or 
social pacts at national level and the decentralisation of bargaining. Irre- 
spective of the specific form of these developments, the overall coverage 
of collective bargaining has remained fairly stable, due to various mechan- 
isms of generalisation (erga omnes), with the exception of the UK, where a 
marked decline has occurred (Traxler et al. 2001: 194-210). Because the 
coverage of collective bargaining in many private service industries tends 
to be low, trade unions have initiated various campaigns to reverse the 
trend. Attempts have also been made to incorporate more issues of 
concern to workers in services within the bargaining agenda. These initi- 
atives have been launched at all levels within the bargaining structure, 
three of which are examined here: national-level social pacts, specific 
agreements for workers in marketised services, and the shift in the bar- 
gaining agenda. 


Improving the legal basis for representation and social pacts 


While the motives underpinning the social pacts of the 1990s were far 
removed from those associated with the tripartite and corporatist arrange- 
ments of the 1960s and 1970s, the search for greater trade union institu- 
tional security is common to both periods (Sisson and Martin Artilés 2000; 
Waddington 2001). In Ireland the social pact ‘Programme for Prosperity 
and Fairness’ (1999-2002), for example, included provisions to encourage 
trade union recognition by employers. Similarly, union lobbying concur- 
rent with the German Bundnis für Arbeit (Alliance for Jobs) prompted a 
revision of the Betriebverfassungsgesetz (Works Constitution Act) to the 
effect that the thresholds are reduced on the scales that determine the 
number of works councillors and full-time works councillors. The inten- 
tion is to expand the coverage of works councillors to the smaller work- 
places that characterise private-sector services. Measures are also included 
to promote the representation of women and young workers on works 
councils, at the centre of which is the so-called Gleichstellungsquote (equality 
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quota) (see Behrens 2001). An affiliated union of the Belgian Federation 
Generale du Travail de Belgique/Algemeen Belgisch Vakverbond also took action 
against the Union des Classes Moyennes (employers’ association representing 
small firms and traders), most of which operate within private-sector ser- 
vices, who were viewed as ‘persecuting’ union activists. The protection of 
union activists was subsequently an issue in the tripartite intersectoral 
agreement for 2001 to 2002. Involvement in social pacts has thus enabled 
some union movements to strengthen their institutional position in a way 
conducive to extending or strengthening organisation in private-sector 
services. 


Agreements for specific workforce groups 


While trade union initiatives taken within the framework of social pacts 
may facilitate the longer term unionisation of services, trade unions have 
striven more specifically to conclude industrial agreements that cover 
particular segments of marketised services. Most of the long-standing 
industries within marketised services, such as banking, transport and 
retailing, have been regulated by industry-wide collective agreements in 
the majority of Western Europe for some time, albeit with variable and, 
more recently, diminishing coverage. As a result of recent union cam- 
paigning, however, the bargaining coverage in private services in 
Denmark has increased markedly (Scheuer and Madsen 2000). Even in 
Ireland and the UK, where the coverage of bargaining is below the Euro- 
pean average, company-level agreements cover substantial numbers of the 
workers in these industries. 

Some of the more recent agreements within the sector are designed to 
embrace the new business areas and employee groups within marketised 
services. After the deregulation of temporary work agencies in the late 
1990s, unions and employers have signed collective agreements for such 
employees in many countries. In the ICT industry, where, until recently, 
collective agreements were virtually absent, a sectoral collective agree- 
ment, focusing on working-time reduction and regulation, was signed in 
1999 between French unions and Branche de l'informatique, de l'ingénierie et 
du conseil (SYNTEC: Association of the Information Technology, Engin- 
eering and Consulting Sector). The agreement covers 73 per cent of the 
workforce and was triggered by employers who wished to regulate the 
introduction of legislation on working time (EIRO 1999, 200la). In 
Finland and Sweden there are also specific sectoral agreements for the 
ICT industry: in Finland covering the entire workforce, and in Sweden 
encouraging rises in the coverage rate, which stood at 62 per cent in 2000 
(EIRO 200la; Kjellberg 2001). In Austria, the Gewerkschaft der Privat 
angestellten (GPA: Union of Private Sector White-collar Workers) con- 
cluded an agreement for computing and related activities in 2001 
(Blaschke 2001), while in Italy an agreement for telecommunications, 
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including teleservices, was signed in 2000 (EIRO 2000).'' Although issues 

of pay in these agreements are often left to the company level, a common 

feature appears to be the regulation of working time and flexibility. In 

Austria, for example, a central motive for the employers was to obtain 

rights to negotiate exemptions from statutory working-time regulations. 
Other examples in more specific areas include: 


° A pioneer agreement for workers in Swedish call centres and telemar- 
keting, which restricted the use of fixed-term contracts and regulated 
working-time flexibility, was signed in 2001 by Tjdnstemannaforbundet 
(HTF: Salaried Employees’ Union) (EIRO 2001b). 

e Recently, ver.di signed the first company agreement for the employees 
in Lufthansa airline’s call centre. 

e Bargaining over an agreement in Spanish telemarketing in June 2001 
prompted strikes and other industrial action (EIRO 2001c). 

e French CFDT unions have signed collective agreements intended to 
protect the lower paid groups employed in call centres, conference 
centres and debt collection. These agreements set the minimum 
working week, month and year, as well as the number of daily breaks 
(Meilland and Dufour 2001). 

e The Austrian union for semi-independent media employees recently 
concluded a framework agreement that specified minimum terms of 
contracts (Blaschke 2001), and a similar accord has been signed in 
Italian market research (EIRO 2001d). 

e° Especially aimed at regulating terms for the lower paid occupations 
within marketised services, Italian unions have introduced a strategy 
directed towards territorial bargaining arrangements. Integral to this 
approach is the targeting of several firms, usually small- or medium- 
sized enterprises, in the same industry and locality, with the purpose 
of securing membership and settling agreements. Where it has been 
successful, this approach has brought workers employed at some very 
small establishments within the coverage of collective agreements, 
although the overall coverage of bargaining remains less than 10 per 
cent (Ponzellini and Provenzano 2001: 320). 


Numerous company agreements in emerging industries, often signed by 
works councils, and the incorporation of various issues related to ICT work 
in traditional industry agreements (EIRO 2001b; Kahmann 2003), comple- 
ment these more encompassing agreements. In combination, these cases 
illustrate union innovations that extend the scope and reach of collective 
bargaining into new areas of marketised services. Although the software 
industry is an area where collective organisation and regulation are still 
largely absent, this review indicates the potential for change if unions seize 
the opportunity after the bubble has burst and the industry enters a more 
mature stage (Plantenga and Remery, Chapter 8, this volume). 
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In addition to enhancing institutional security and extending the cover- 
age of collective bargaining, trade unions have attempted to reform the 
bargaining agenda to ensure that it meets the aspirations of potential 
members in services. In practice, this has involved supplementing the 
traditional bargaining agenda with inter alia ‘family-friendly’ issues, poli- 
cies on the allocation rather than the duration of working time, training 
and new trade-offs between the protection of core workers and the inclu- 
sion of temporary workers (Weiler 2000). Initiatives have also been taken 
to make the principles and application of individualised pay systems 
subject to collective agreements, for example, in the 2002 incomes-policy 
pact in Finland. Conversely, in Norway, Finansforbundet agreed to a 
clause in its agreement allowing members to opt for a completely individ- 
ualised pay setting. 

These changes to the bargaining agenda have been wide-ranging and 
have often been associated with internal trade union reform intended to 
encourage higher rates of participation among under-represented groups. 
There is still much progress to be made if this latter challenge is to be 
met. For example, women members of a negotiating team may act to 
ensure that equality issues are pursued, but their presence is certainly not 
a guarantee of such an outcome (Colgan and Ledwith 1996; McBride 
2001). Indeed, UK evidence suggests that bargaining issues raised by 
women through women’s committees, or similar structures, are often the 
first to be dropped during negotiations (Colling and Dickens 1998). To 
develop mechanisms that treat the agenda items raised by workers in mar- 
ketised services as integral to, rather than either separate from or a neces- 
sary addition to, the traditional trade union agenda is thus the priority. To 
achieve this goal will certainly require further substantial changes to trade 
union organisation and, most likely, constitute a challenge to the hege- 
mony of manufacturing unions in collective bargaining. 


Conclusions 


In this chapter, we have argued that a principal challenge for trade unions 
is of domestic, endogenous character, originating from the employment 
shift towards services and linked to the changing social organisation of 
work and labour relations within services. This challenge is rooted in the 
organisation of firms and working conditions, the peculiarities of the 
workforce, and the deregulated and decentralised nature of employment 
in private services. The resultant context of shrinking union membership, 
contradictory trends towards centralisation of corporate power, blurring 
of boundaries between industries, occupations, companies and markets, 
and diversification and individualisation of service work, require unions to 
adjust traditional modes of organisation. If trade unions are not able to 
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turn the tide of membership decline and meet the changing needs and 
aspirations of the expanding service workforce, their political legitimacy 
and societal influence is likely to be severely impaired. 

In different ways, the main response of trade unions in Western Europe 
has been a twofold move towards greater organisational concentration 
and scope, on the one hand, and decentralisation of resources and acti- 
vities, on the other. To the extent that such structural reforms succeed in 
improving the articulation between different union tiers, strengthening 
bottom-up ‘voice’ and improving internal interest intermediation, they 
may prove to be a step in the right direction. This presupposes a concen- 
tration of staff, infrastructure and economic resources at the local level, 
which might allow greater capacity and flexibility for targeted organisation 
and recognition campaigns, and the provision of specialised member 
support in a given area or region.'” Despite the impressive range of 
reforms that has been implemented, the available evidence suggests that 
many reforms are piecemeal rather than part of a coherent and unified 
strategic review. 

Development of such a two-tier pattern does not necessarily require 
union mergers, but may also be promoted through bargaining cartels 
involving independent unions from different confederations. In principle, 
union restructuring along these lines is conducive to the observed devel- 
opment towards more complex, multi-tiered systems of collective bargain- 
ing, in which centralised framework agreements allow greater latitude for 
company bargaining. At any rate, strengthened union capacity for decen- 
tralised coordination seems essential to promote local bargaining, to 
prevent the undercutting and withering of local agreements, and to 
develop a stronger union voice in local politics, public debate and coali- 
tion-building. It will also be necessary to base such measures in a broader 
political approach to engage the polity, whether at national or supra- 
national level, in reshaping the legal institutional framework of labour 
relations in ways that give voice to collective organisation, while also 
accommodating work and family life in services (Bosch 2000). 

The hope is that such union restructuring can also help in overcoming 
inter-union competition and the problem of fading industrial, occupa- 
tional and union boundaries, and, through economics of scale, allow 
room for improved, targeted membership support, and redeployment of 
resources closer to the workplace (Waddington and Hoffmann 2000b). It 
is too early to judge whether the multi-industry unions resulting from 
mergers will succeed, but there is a risk that the benefits of size and scope 
are dissipated by bureaucratisation, new areas of recruitment competition, 
and diminishing identification among members and potential members. 
A key question is whether new structures enhance development of more 
efficient approaches to the recruitment and retention of members. 
Some argue that specialised unions with a narrow profile are more flex- 
ible and effective in winning support among targeted recruitment groups 
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(Olsen 1966). Other views, which criticise the limitations of institution- 
alised unionism based on the servicing approach, are linked to arguments 
in favour of the American organising approach (Bronfenbrenner et al. 
1998). 

While improving conditions for coordination at the sectoral level, the 
development of multi-industry unions raises thorny questions about the 
future role of union confederations and the capacity for cross-sectoral 
union coordination. This question has been accentuated by recent tend- 
encies among service-sector unions, particularly in the Nordic countries, 
which challenge the bargaining hegemony of manufacturing unions and 
thus complicate the pursuit of economy-wide concertation. Furthermore, 
in the case of ver.di, the concentration of German union membership sug- 
gests that the future of the DGB is in doubt, since the coordination of 
union activities and, in particular, relations with government, can be 
undertaken within the major unions rather than by the confederation 
(Waddington and Hoffmann 2000b). To offset the risk of union rivalry 
and segmentation along sector lines, which may pit unions in services 
against unions in manufacturing, it is important to develop forms of cross- 
sectoral labour solidarity that transcend the old distinction between value- 
creating and value-consuming work. 

To meet the aspirations of an increasingly diverse service workforce, it 
is necessary to develop an agenda that accommodates heterogeneity. 
Instead of the ‘one-size-fits-all’ pattern of ‘mechanical solidarity’, associ- 
ated with mass industrial production, union approaches must aim to 
develop new forms of ‘organic solidarity’ that pay greater attention to the 
needs of individual members and the interests of particular member 
groups, while also placing a stronger emphasis on the interdependence 
between individual self-realisation, group cohesion, and collective regula- 
tion of the framework conditions under which the former can flourish. 
Many national unions have started approaching these issues, irrespective 
of whether their members are in manufacturing or services, by allowing 
greater leeway for local flexibility within collective agreements. It is, 
however, a demanding and contested task to move from theory to practice 
in this area, which touches on deep-seated values and power structures 
within the trade union movements. 


Notes 


1 In public services unions have usually achieved high levels of unionisation 
among two groups of workers: those employed in large-scale manual or white- 
collar work, such as refuse collection and local government administration; 
and those employed in professional occupations, such as doctors and nurses. 
Unions organising the second of these categories are often ‘professional’ 
associations, with recruitment bases restricted to the one occupation. 

2 Although it is not the subject of this chapter, trade union structures and activ- 
ities also need to be articulated to bring influence to bear on international 


10 


11 
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developments. This is particularly the case within the European Union where a 
new regulatory framework is in the making, and interprofessional agreements 
and/or directives concerning minimum rights of atypical workers (part-time 
workers, parental leave, employees on fixed term contract, and distant work) 
have been settled in recent years (for details see Vigneau et al. 1999). 

The data refer to 1997 or 1995 (Ebbinghaus and Visser 2000). Except for 
Ireland and Spain, the data reflect net union density, which expresses working 
members as a proportion of the dependent labour force. Data for Ireland and 
Spain reflect gross density (total union membership as proportion of depend- 
ent labour force). Data for the UK and Portugal are taken from Waddington 
and Hoffmann (2000a, Table 1.7). 

Initially, public employees in schools, railways, post, telecommunications and 
other public utilities were organised at the turn of the twentieth century, and 
were followed in most countries by clerical and administrative staff in the 
private sector. During the 1920s and 1930s engineers, draughtsmen and lower 
supervisory staff increasingly formed unions. The third wave occurred with the 
rapid expansion in white-collar occupations and professionals during the 
1970s. 

For example, prominent British retailers, such as Marks & Spencer and Body 
Shop, chose to conclude collective agreements in Ireland in contrast to Britain. 
Similarly, McDonalds and Toys ‘A’ Us did the same in Sweden, presumably to 
avoid negative exposure and to make business more predictable. 

The issue of transnational trade union organisation is not dealt with here, but 
in recent years, unions in marketised services have established an almost sector- 
encompassing federation, labelled UNI, which is designated to become the 
umbrella. 

‘Anchoring’ is the process whereby Swedish unions (LO-affiliated unions, in 
particular) ascertain the views of members and attempt to structure these 
views. Any congruence between the views of members and the views of union 
representatives is thus regarded not simply as a measure of representative 
democracy, but also of the powers of persuasion of union representatives (for 
details, see Ahlén 1994). 

The connexx.av project was initiated by Industriegewerkschaft Medien (IG 
Medien: Media Workers Union) and Deutsche Postgewerkschaft (DPG: Postal 
Workers Union), which had members in the media industry. Both unions were 
part of the ver.di merger. The merger thus enabled a higher profile to be 
afforded to the project. 

These take a number of different forms. More long-standing sectional forms of 
representation allowed specific industrial groups separate systems of 
representation within larger unions. These were often associated with indus- 
trial bargaining and ensured some form of bargaining autonomy to industrial 
groups within multi-industry unions. Recently these have been supplemented 
by sectional forms of representation, which are intended to encourage partici- 
pation among particular groups (such as women, young workers and workers 
from ethnic minorities) or for specific occupations (such as white-collar or 
managerial staff). 

From 1994 to 2000, the percentage of collective agreement coverage actually 
rose from 55 to 68 in transport, from 31 to 47 in trade, hotels and restaurants, 
and from 58 to 82 in finance (Scheuer and Madsen 2000). 

In response to problems associated with privatisation and fragmentation of the 
telecom sector, competing company agreements and fading boundaries 
between different industry agreements, the sectoral agreement was negotiated 
and signed by Confindustria and the union confederations. The agreement, 
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which has been considered an innovation in Italian industrial relations, mainly 
stipulates central minimum standards for pay, working time, the use of atypical 
workers, flexibility and so on, and leaves considerable leeway for negotiating 
adjustments and pay at company level. Thereby it also introduces a two-tier bar- 
gaining system, circumventing the industry level (EIRO 2000). 

12 For example, Norwegian LO unions have experienced positive effects by creat- 
ing LO centres at local level, which allow a range of unions to use common 
facilities and engage in joint organising and political initiatives. 
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14 Diversity and regulation of 
markets for services! 


Jean Gadrey 


Introduction 


The subject of this book is the new forms of employment and work organi- 
sation in the service sector. It does not focus on services themselves, as 
products or outputs, on the corresponding markets or innovations in ser- 
vices. Nevertheless, all the various chapters clearly show that the changes 
affecting work and employment have a ‘connection’ with those relating to 
services themselves and the markets for them, in terms of both quantity 
(volume of employment and of working time) and quality (individual 
skills, organisational competencies, social status of jobs and so on). 

As early as Chapter 2, which describes the ‘European landscape’, it is 
clear that the structure and even the total volume of work in services is not 
unrelated to the share of ‘community and social services’, which varies 
considerably among the ten countries investigated. Relatively high shares 
of such services seem to be conducive to the development of a service 
economy with an abundance of high-quality jobs. It is also evident that 
those countries in which skilled production-oriented services are more 
highly developed are also characterised by quality-based competition. It 
also emerges from this and subsequent chapters that, despite general 
trends towards work intensification and a tendency to retreat when the 
lowest-cost principle regains ground, strong growth in community and 
social services and in production-oriented services encourages what the 
co-authors call ‘active’ flexibility (self-organisation with indirect control) 
as opposed to ‘passive’ flexibility and ‘service Taylorism’. 

Thus the nature of the services on offer in a national economy, as well 
as the dominant form of competition (and in particular whether corpor- 
ate strategies are based primarily on quality or cost reduction), influences 
the nature of work and employment status. This influence is exerted in a 
complex, non-mechanical way. Chapter 10 on the banking industry, for 
example, clearly shows that job and work profiles are very different in 
French and German call centres. The same applies to the very consider- 
able differences between the countries in home care services for the 
elderly. In all the cases investigated, there are many other factors, both 
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inside and outside the organisations in question, that help to determine 
the nature of work and employment. This is reflected in Figure 1.1, which 
brings into play four spheres or groups of explanatory factors which are 
themselves interdependent. They are the product, market and consump- 
tion sphere, the labour supply and family and gender structures sphere, 
the private and public modes of governance sphere, and the labour 
market institutions and industrial relations sphere. 

Let us return to the example of home care services for the elderly 
(Chapter 6) and the schematic representation drawn up by the authors 
(Figure 6.1), who have examined the similarities and differences in 
national employment and work profiles in this sector, which is fairly 
representative of the tensions encountered in the search for new forms of 
employment and work organisation in ‘relational’ services. It is evident 
from this chapter and the schematic representation that, despite certain 
converging trends across Europe (professionalisation, marketisation), 
there is still a great diversity of solutions, reflecting in particular the plu- 
rality of welfare state regimes, family and fiscal policies, pay rules and 
modes of female labour market participation. In many cases, when market 
solutions gain ground to the detriment of public or non-profit-making 
solutions, there is no evidence that this is happening because of the 
market’s ‘natural’ superiority. The decisive reasons are, first, that the state 
itself offers financial incentives for these market solutions (particularly 
through the tax system and privatisation) and, second, that private com- 
panies in the competitive sector employ workers who are, on average, less 
well paid (and often less skilled). It is by no means clear that the outcome 
improves quality of life and employment (in both quantitative and 
qualitative terms) at the least cost to society. However this may be, there 
are certainly links between, on the one hand, employment and work in 
this sector and, on the other, a vast array of institutional forms and regula- 
tions governing the services provided. The same observation may be made 
of the health services sector. 

The fairly widespread adoption of a market approach to the production 
of services is seen as ‘the heart of the change in work organisation’, 
particularly from the point of view of ‘the increasing exposure of indi- 
vidual workers in their daily work to the competition and restrictions of 
the market’. In this connection, the authors note that: “This change 
affects not only the service sector but manufacturing industry as well. Ulti- 
mately, it reflects the trend towards adopting the market as the universal 
governing principle in as many spheres of human activity as possible.’ 
Although the main emphasis in this analysis is on marketisation within 
organisations, it is clear that the market approach to services is a much 
more widespread phenomenon that manifests itself just as forcefully in 
the privatisation of public services, the substitution of competitive, profit- 
making solutions for public or non-profit-making ones and the outsourc- 
ing of services in the community and social sector. 
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In this chapter I will confine myself to examining the role of the ‘north- 
west’ quadrant of Figure 1.1, which encompasses the characteristics of the 
markets for services and the forms of competition. More specifically, I will 
attempt to show that the discourse which puts the marketisation of ser- 
vices in a favourable light is fragile, ideological, mythical even, because the 
pure, perfect market is even more of a chimera in the case of services than 
in that of manufactures. The markets for services are extremely diverse, due 
mainly to the diversity of rules, networks, and institutions governing them. Part of 
the explanation for the diversity of forms of employment and work in services lies in 
the diversity of regulatory arrangements in markets for services themselves. More- 
over, in some cases, particularly when the ‘output’ of certain services con- 
sists almost entirely of the provider’s labour, working in direct contact 
with the customer, there is a very considerable degree of overlap between 
work rules and market rules. This is particularly true of the more profes- 
sional and relational services, in which the work rules relate in part to 
what constitutes the ‘value’ of the service for the customers, namely the 
interactive adaptation to a unique, non-standard demand, which is con- 
structed simultaneously by the customer and the person producing the 
service. 

One final point needs to be made before getting to the heart of the 
matter. To say that part of the explanation for the diversity of forms of 
employment and work in services lies in the diversity of regulations gov- 
erning markets for services does not mean — and this really does have to 
be repeated — that everything can be explained in this way. Far from it. 
The three other spheres in the schematic representation also play their 
part, and organisational choices (including choices of working-time 
arrangements), for example, enjoy relative autonomy as explanatory 
factors. For example, there are cases in which flexibility is more active 
than passive and there is a greater or lesser degree of self-organisation, 
even in markets for services in which competition is based primarily on 
cost reduction. This does not happen very frequently, but such cases do 
exist and may indeed constitute viable organisational choices. Similarly, 
societal conventions and the institutions supporting the family division of 
labour and roles always exert enormous influence on the social distribu- 
tion of service jobs in all sectors, without exception. 


The ‘pure’ market is a normative myth 


What is a market? For traditional economists, this question elicits a simple 
response: a market is the coming together of a supply and a demand 
expressed independently of each other on the basis of preferences and 
production choices that are themselves also individual. The encounter 
between the two leads to equilibrium because, if competition and 
information are perfect, price acts as an adjustment variable, going down 
if supply exceeds demand and up if not. It is sufficient for the actors to be 
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pursuing their own individual interests for the market to function and, 
moreover, the result achieved by means of this totally decentralised 
mechanism is optimal: any attempt to constrain or regulate merely aggra- 
vates the situation. 

What do contemporary, socio-economic studies of markets in general, 
and those for services and labour in particular, show us? Essentially that 
the market as defined by traditional economists cannot be seen to exist 
anywhere in the market economy! Well, you might say, this is only to be 
expected: an abstract concept cannot actually exist simply because it is 
abstract. Nevertheless, even as an abstraction, it can be a simplified or 
‘purified’ but still pertinent representation of ‘real world’ practices that 
depart from it to a greater or lesser extent. Granted, real markets have 
various ‘imperfections’, but that in no way diminishes the fundamental 
importance of the ‘perfect’ model. Indeed, the opposite is the case, since 
the theoretical perfect market is the reference point that might allow the 
imperfections of real markets to be corrected. However, the findings of 
the socio-economic studies on which I draw here point in a completely dif- 
ferent direction, since they suggest that virtually all markets in existence 
today — and the same was true in the past — are characterised by rules, by 
institutions with their power games, and by social networks that influence 
both the formation of supply and the expression of demand, the social 
conditions under which they come together and the determination of 
prices and quantities. Supply and demand, the alpha and omega of the 
traditional market, are social constructs that have collective aspects and 
are virtually never the results of decisions taken independently by indi- 
viduals. Of course, such individual, decentralised decisions do exist and 
are very important, but they are always shaped by, or embedded in, social 
structures that have collective dimensions. 

Thus all markets function both through the interaction of these individual, 
decentralised decisions and under the influence of the social rules, institutions and 
networks within which they find expression. This is why markets are so 
diverse and cannot be reduced to a single abstract model, which emerges 
in fact as more of a normative reference point (that some consider desirable)* 
than a scientifically based abstraction. True, supply and demand exist, 
there may be imbalances between the two, and prices exert some degree 
of influence. Nevertheless, once that statement has been made, there is 
little in it to help us to conceptualise markets in all their diversity or to 
guide our decision-making in this area. The examples presented below 
illustrate this general notion of markets as systems of rules and networks 
of exchanges. 


The utopia of a market without rules 


Let us begin with the theoretical market of traditional economics, the one 
based on ‘the general equilibrium of pure and perfect competition’ and 
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assumed to be devoid of all collective rules. What are the implicit assump- 
tions behind this abstract or normative notion? 

The first assumption is that the protagonists have perfect information. 
However, since information does not fall from the sky, institutions are 
required to produce and diffuse exhaustive information on products, 
prices, technologies and so on, together with rules governing access. 
Kenneth Arrow, undoubtedly the most important of the contemporary 
economists who formalised general equilibrium theory around the 1950s, 
has himself subsequently contributed a great deal to the analysis of this 
essential public informational context (see Arrow 1984). The provision of 
information cannot even be left to the tender mercies of a specific market, 
since it would not be perfect for all agents due to the inevitable inequal- 
ities of access. 

The second assumption is that people do not cheat or steal, even 
though such behaviour would in fact be consistent with the dedicated 
pursuit of individual interest. Thus institutions are required, along with 
sanctions, a police force, a judicial system, a department of competition 
and prices, some form of monitoring and enforcement and so on. 

Institutions are also needed to establish and enforce the ownership 
rights that are necessary for market exchanges. The necessity of such insti- 
tutions is clearly seen today in the fight against the ‘pirating’ or illegal 
copying of a wide range of informational goods (e.g. software, CDs, books, 
brands, trademarks). Such a fight amounts, paradoxically, to ‘artificially’ 
(i.e. through institutional means) re-establishing scarcity so that the 
market can function properly once again, although in other respects the 
economy presents itself as a fight against scarcity. 

Finally, it is assumed that individuals never form alliances in order to 
defend collective interests, and even that they have no influence over each 
other. Thus laws and institutions are required in order to prohibit and 
suppress these alliances, trade unions, trusts and so on. 

The list could be extended by including several other crucial hypothe- 
ses, all of which require rules and institutions (‘visible hands’) if the 
alleged ‘invisible hand’ of the market is to function properly. Thus even 
the perfectly competitive market, which is assumed to be devoid of rules, 
is unable to function without a vast array of rules and institutions. It is 
sometimes said that a stock exchange is as close as it is possible to get to a 
perfectly competitive market, with free and individual expression of 
supply and demand and virtually instantaneous adjustment of these two 
variables. However, as everybody knows, stock markets are riddled with 
rules and institutions, they have ‘watchdog’ committees to oversee their 
operations and arrangements for stamping out insider trading, there are 
networks of personal connections and ‘tip-offs’, alliances, public interven- 
tions at national and supranational level, influence exerted by central 
banks and so on. Thus stock markets are very far indeed from being per- 
fectly competitive. They too are ‘embedded’. 
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We have available to us a superb study of the conditions that have to 
be met if a market is to operate in accordance with norms that are as 
impersonal and competitive as possible and if the principles of the self- 
regulating market, freed from the social contingencies of local markets 
and their networks of personal connections, are to be implemented as rig- 
orously as possible. I am referring to a study carried out by Marie-France 
Garcia of the ‘social construction’ of a ‘modern’ market for strawberries 
in Fontaines-en-Sologne. The study shows how this (successful) experi- 
ment proceeded through various phases of heavy investment in institu- 
tional and technological development, with the aim of standardising 
products, behaviours and ways of thinking, and analysing and centralising 
an auction system. In other words, the closer one seeks to get to a per- 
fectly competitive market, the more old norms and networks have to be 
replaced by new rules and institutions. This has nothing to do with ordin- 
ary ‘deregulation’ or ‘self-regulation’ (Garcia 1986). 


The case of the labour market 


Things are even clearer when it comes to the actual markets to which I now 
turn, namely the labour market and the markets for various services. I 
begin with the labour market, breaking it down for the purposes of analysis 
into the three stages of price determination, definition of the ‘goods’ or 
‘products’ to be traded, and the bringing together of users and suppliers. 

Wages (that is, prices in the labour market) are not determined freely 
from day to day through the competitive working of supply and demand 
(except perhaps in some illegal markets) because of the existence of a 
multiplicity of rules and institutions: national minimum wage, negotiated 
wage agreements, promotion rules (some economists speak of ‘internal 
labour markets’, but they do so precisely in order to define them as rules 
not governed by the laws of the competitive market), social security contri- 
butions, labour legislation on pay, non-discrimination and so on. 

Jobs, positions and working time (that is, the ‘products’ traded in the 
labour market) are not competed for every day or every month, as they 
should be in a completely deregulated market. There are fixed-term and 
permanent contracts, tenured civil service jobs, corresponding labour leg- 
islation and so on. 

Even the ‘external’ market, in which employers recruit and individuals 
look for vacancies - that is, the market in which the supply of and demand 
for labour are brought together — does not operate at all in accordance 
with the principles of the anonymous competitive market. Such a market 
would take the form of a sort of commodity exchange where standardised 
announcements from suppliers and users would be listed, rather like the 
Sologne strawberry market. Such labour markets do exist, but sociologists 
who specialise in such questions, chief among them Mark Granovetter 
(1974), have been showing for some time that this ‘external’ market is 
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largely made up of networks of personal connections and family and social ties 
which play a dominant role in individuals’ attempts to find employment. 
This applies not only to the managerial and professional categories but 
also to blue-collar workers. Indeed, as early as the 1950s, it was shown that 
manual workers were more likely to find a job through personal contacts 
than by any other means (e.g. job advertisements, direct approaches to 
employers). 

At this point in the argument, several questions arise. Let us assume 
that the labour market is indeed highly regulated and integrated into a 
multiplicity of personal connections and networks. Is this desirable? 
Should the labour market not be adapted, in part at least, to ‘pure’ 
competitive market norms? 

If we focus closely on the labour market’s many imperfections (e.g. 
rules, relative job security, promotion, minimum wage, trade unions), one 
of the major findings of the socio-economic studies referred to above is 
that these alleged imperfections are not always disadvantages. In many 
cases, indeed, they are compromises of benefit to both the economy and 
the wider society, and even have advantages for employers. Thus as early 
as the late 1960s, the theoreticians of ‘internal labour markets’ showed 
not only that a certain degree of job security, internal promotion 
prospects, a lack of constant competition for jobs from external candid- 
ates and the ability to join trade unions are viewed positively by most 
‘insiders’ but also that these various ‘non-competitive’ arrangements can 
also be economically beneficial to firms, for various reasons: they can 
reduce turnover, recruitment and training costs, promote the develop- 
ment of competencies through the experience effect, and increase pro- 
ductivity and staff motivation (Doeringer and Piore 1971). 


The other markets: all regulated to a greater or lesser 
extent 


These observations on the labour market may also be applied, with a few 
modifications, to the markets for a wide variety of services, which puts into 
context Polanyi’s notion that the labour market is radically different from 
other markets. While it is true that it is a market ‘unlike others’, there are 
many markets that are also ‘unlike others’. Markets for personal and pro- 
fessional services, for example, have many points in common with the 
labour market, and analyses couched in terms of internal labour markets, 
relationships based on trust and loyalty, price-setting on the basis of 
enduring norms, trade unions, recruitment through personal connections 
and so on can be transposed to them. Polanyi maintained that the labour 
market is a fiction which cannot be sustained in the long term without 
destroying society, because of the ‘human nature of this supposed com- 
modity’. This humanist point of view is more than worthy of respect, but it 
is rooted in a confusion that occurs frequently in ‘The Great Trans- 
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formation’ between ‘real-world’ markets in all their diversity and the ideal 
type of the self-regulating market, which is, nevertheless, described as 
utopian. It is true that wage work ‘goes hand-in-hand with life itself, but 
the ‘human nature’ of what is traded is also found, for example, in the 
majority of markets for personal and professional services: what the cus- 
tomer purchases is the right to use, for a given period, the ‘living’ compe- 
tencies of a service provider who places himself at his or her service. Can 
we say that markets cannot exist in such cases? Clearly not, even though it 
is true that the average wage relationship is based on a more lasting 
commitment and on a greater degree of hierarchical control. The 
demand for professional status for all, currently mentioned by some Euro- 
pean specialists such as Alain Supiot (1999), could even bring the 
characteristics of the labour market close to those for certain professional 
services. We can also point, in this regard, to the observation in this book 
that ‘the boundaries between dependent employment and self-employ- 
ment (are) becom (ing) blurred’, at least in some services. 

Let us return then to our subject of market regulations, beginning with 
the markets for so-called professional services (lawyers, architect, doctors, 
accountants,). They have their professional bodies, codes of professional 
ethics, entry requirements and rules governing the exercise of the profes- 
sion, prohibitions on advertising in some cases and networks of personal 
contacts. The cumulative effect of all these arrangements is to determine 
how supply and demand are expressed, the conditions under which they 
are brought together and the rules governing pricing and what constitutes 
a ‘fair price’. In the case of France, the studies of lawyers and, more gener- 
ally, of ‘quality markets’ by the sociologist Lucien Karpik (1989, 1996) 
constitute an essential point of reference in this area. Many other markets 
for services in the so-called competitive sector are strictly regulated, with 
controls on prices and on entry to the profession, lists of recognised quali- 
fications, processes of certification, guarantees and so on. This applies 
even more to tradable public services, such as postal services, water, gas 
and electricity supply, telecommunications and urban services, with their 
‘universal service’ obligations, to public and private health services, and to 
community services in the ‘third sector’, which combine voluntary work, 
public services and market resources in the provision of non-profit-making 
services. In reality, this high level of regulation and the shaping of markets 
through social relations is characteristic of virtually all the activities that 
have experienced the strongest job growth over the past twenty-five years. 
In addition to these examples, all of which relate to services, mention 
could also be made of the regulation of markets for industrial and agricul- 
tural products in respect of safety, ‘traceability’, guarantees, declared 
prices, the prohibitions of certain discounting practices, differential rates 
of VAT and so on. 

All these markets are regulated to varying degrees and do not operate 
in accordance with the precepts of the abstract and mythical model of the 
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competitive market. They are thoroughly social in nature. While it is true 
that they are part of a decentralised market economy, they may be defined as a 
diverse set of market institutions and social networks that determine the form and 
frequently the success of market mechanisms. 


Two types of justifications for rules 


The first justification for these regulations is that, in a large number of 
service activities (essentially the least standardised), the protagonists — and 
particularly individual consumers or users — are prey to considerable 
uncertainties, both as to the nature and quality of outcome of such ser- 
vices, which cannot be fully described in a contract, and in respect of the 
service providers. How are they going to behave, how committed are they 
going to be and what are their actual competencies? The uncertainty also 
extends to the conditions of the transaction: the notion of what consti- 
tutes a fair price may well be unclear, and public information on prices is 
sometimes lacking. Thus an initial set of market rules and institutions 
seeks to reduce these individual uncertainties, which are mainly technical 
in nature, and to produce trust and guarantees. Indeed, it is not an exag- 
geration to say, in contrast to the prejudices of those who advocate perfect 
competition, that such markets require rules and institutions in order to be 
able to develop and promote their own commercial interests. These rules are not 
solely, or even mainly, social and political constraints hampering such 
development. These characteristics, which are common to many markets 
for services, also apply to industrial and agricultural goods as soon as 
various technical uncertainties arise as to their quality and reliability, 
particularly since consumers tend to become increasingly demanding over 
time as to the level of risk they are prepared to accept. 

A second set of rules and norms governing markets falls within the 
scope of ‘civic’ principles regarding social cohesion, or of certain notions 
of the public interest. Technical or financial norms that allow handi- 
capped people or the unemployed access to certain services are examples 
of this category of rules. In this case, the aim is no longer simply to reduce 
individual uncertainties of a technical nature as to the quality of services, 
goods or transactions, but rather to lessen collective risks in accordance 
with prevailing notions of the public good or of the long-term future of 
the community and its environment. 

The markets most affected by such regulations based on the public 
interest and civic principles are probably the labour market (we need 
think only of the minimum wage, social security contributions, anti-dis- 
crimination legislation) and (national or local) markets for public services 
or sectors that fulfil certain public interest objectives, such as health and 
education. However, most products and markets are governed by rules 
derived from this group of justifications. That said, it is not always easy to 
agree on what actually consists of the ‘public interest’, an eminently 
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historical and political notion that varies considerably depending on 
national context. Some may take the view, for example, that it includes 
the rules establishing ‘fair’ competition in public services, or that regula- 
tions seeking to reduce inequalities (of earnings or in access to certain 
goods and services defined as basic) or to establish a minimum wage are 
contrary to the public interest. I will confine myself to noting the variabil- 
ity of conventions, which merely reinforces the need for democratic 
debates on what ‘a good society’ is. Such debates will contribute to the 
construction of conventions on the public interest. 


A society has the markets it creates for itself 


In other words, and to the extent that it is not dominated by others, a 
society is largely responsible for the economic and social characteristics of 
its markets. A society’s markets reflect the qualities and faults of that 
society’s rules, laws, institutions and ethical norms. This is particularly true 
of labour markets and the markets for certain public or private services, 
including financial and insurance services.’ In this respect, the critical 
‘anti-market’ ideology is as one-sided as the ideology of the so-called free- 
market economy that seeks to locate all transactions within an individualis- 
tic but impersonal and asocial framework, and reduces the intervention of 
the political and social spheres to limited corrections to competitive eco- 
nomic mechanisms. As Phelps shows (and he is hardly an extreme 
radical), trust, loyalty, and sometimes even altruism are essential if certain 
markets are to operate effectively (Etzioni 1988: 206). However, they are 
not goods that can be bought but rather the result of collective arrange- 
ments, of rules, of networks of personal contacts, of ethical codes and so 
on. As Arrow wrote in 1968, ‘One of the characteristics of a successful eco- 
nomic system is that relations of trust and confidence between principal 
and agent are sufficiently strong that the agent will not cheat even though 
it may be “rational economic behaviour”’ (Arrow 1984, vol. IV: 103). 

Thus the question is not whether ‘market-type mechanisms’ are able 
efficiently to coordinate the majority of acts of production, consumption 
and saving in a developed society. The real issue lies rather in the political 
definition, on a case-by-case basis, of the social content of markets and of the 
rules governing them (and more generally the market economy). This form of 
‘market governance’ requires serious socio-economic evaluations of the 
possible alternative models and of their impacts on society. Markets are 
not ends in themselves but one of several means of allocating resources 
and stimulating social innovation. Should they seek an independent exist- 
ence of their own, they need to be put in their rightful place, in the know- 
ledge that ‘they’ actually always denote actors, groups and lobbies whose 
interests may very well be served by such independence. 

As Amitai Etzioni notes, ‘competition is a form of conflict, namely con- 
tained conflict’ (Etzioni 1988: ch. 12). It is this that explains how it can 
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produce beneficial effects by easing or preventing conflicts of interests, 
while at the same time requiring rules to contain those conflicts in order 
to avoid the self-destructive escalations inherent in ‘unbridled capitalism’. 
Depending on the evaluations carried out, this could lead either to the 
introduction of a large number of strict rules, with certain activities 
perhaps being withdrawn from the market altogether or public monopo- 
lies being maintained, albeit with closer monitoring, or, in other cases, to 
a ‘lighter-touch’ regulation that fully recognises the virtues of fair but 
supervised competition. Such a point of view would be based on principles 
that go beyond the distinction between market economy and market 
society in order to highlight the political imperative of civilising markets 
and competition as a precondition for sustainable social development. 


Conclusion 


A virtuous circle for the economy and for society at large denotes a config- 
uration in which there are positive follow-through effects between eco- 
nomic expansion (quantitative and qualitative) and living standards and 
quality of life. These effects are always mediated through the institution- 
alised compromises struck between two sets of animating principles 
embodied in various actors and groups in society: production and supply, 
on the one hand, and consumption and social progress, on the other. 
During the so-called ‘Fordist’ era, which in Europe lasted from the end of 
the Second World War until the mid-1970s, this virtuous compromise was 
based principally on the ‘sharing of the productivity gains’ achieved in 
manufacturing industry and the role of the welfare state, against the back- 
ground of a productive system turning out standardised goods and 
services. 

Over and above productivity gains and living standards, it would seem 
that what is being articulated ever more forcefully in contemporary service 
societies, particularly in Europe, is a concern with quality (in respect of 
goods, services, work, the environment). Consequently, the virtuous 
circles are now to be sought in new compromises between, on the one 
hand, quality of work (the competencies, autonomy, working hours and 
pay associated with professional status, right to a job) and quality of life 
(free time, environment, ‘universal’ access to essential services, reduction 
of poverty) and, on the other, the intelligent involvement of workers in 
the production of services that are both effective and well matched to 
non-standardised demands. One could speak of a demand for the sharing 
of quality gains. Now one of the contradictions that makes the current 
situation societally unsustainable in most services and in most countries is 
that, in the name of the need to be ever more available for customers and 
in tune with the market, neo-liberal economic policies and private strat- 
egies, with their emphasis on work intensification and functional flexibil- 
ity, often linked to extended competencies, impose a burden on service 
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workers that is unbalanced and disproportionate. All this is done in the 
name of containing wages and costs, and inhibits the equitable sharing 
out of quality gains. And yet it may be shown that if the costs of quality are 
driven out of the door by refusing to pay a fair price for them, they simply 
come back in through the window, either within the organisation itself (in 
the form of turnover costs, absenteeism or a loss of motivation that even- 
tually undermines quality) or elsewhere in society (illness, queues, 
poverty). 

In my view, the joint regulation of markets for services and of labour 
markets with a view to sharing out gains in individual and collective 
quality summarises fairly well what this book’s co-authors call the ‘high 
road’ to economic and social development in a modern service economy. 


Notes 


1 Part of this chapter is based on Chapter 5 of J. Gadrey (2002) New Economy, New 
Myth, London: Routledge, reproduced with permission. 

2 This was Polanyi’s view of the ‘self-regulating market’ (which equates precisely 
to the neo-classical market based on perfect competition): it was a ‘utopian prin- 
ciple’. See The Great Transformation (1957 [1944]) Boston, MA: Beacon Press. 

3 See the distinction proposed by Michel Albert (Capitalisme contre capitalisme, 
Paris: Le Seuil, 1991) between the Anglo-Saxon and Rhenish models, particu- 
larly in the field of insurance. 
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